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PRESIDENT’S MESSAGE 


I am pleased to table in Parliament the annual Report on the Application of the Alternative Fuels 
Act, for the fiscal year 1998-99, pursuant to the Alternative Fuels Act. 


faune {ht 


Lucienne Robillard 
President of the Treasury Board 
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EXECUTIVE SUMMARY 


Annual Report on the Application of the Alternative Fuels Act 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report annually 
on the application of the Act in respect of all federal government bodies named in schedules I, 
1.1 and IT of the Financial Administration Act (FAA). 


Compliance with the Alternative Fuels Act 


With regard to the acquisition of alternative transportation fuel (ATF) vehicles, the federal 
government, through activities of the federal bodies named in schedules I, I.1 and II of the 
Financial Administration Act, is in full compliance and in fact, has exceeded the requirements of 
the Alternative Fuels Act for the second year in a row. 


With regard to the use of ATF, federal organizations have indicated that all vehicles in the 
federal fleet capable of operating on ATF use these to the maximum extent possible. 


Requirements of the Alternative Fuels Act 


The Act requires that, following a seven-year phase-in period, for the fiscal year commencing 
April 1, 2004, where it is cost-effective and operationally feasible, 75 per cent of all automobiles, 
passenger vans, light- and medium-duty trucks and buses operated by federal government 
departments and agencies use ATF. 


For the fiscal year commencing April 1, 1998, the Act required that 60 per cent of newly 
acquired vehicles, deemed to be both cost-effective and operationally feasible for the use of 
ATF, be capable of operating on these. 


The Act also requires that, when it is cost-effective and operationally feasible, a federal body 
shall use ATF in the operation of any motor vehicle capable of operating on such fuels. 


Section 3 concludes the report with a discussion of the federal government’s commitment to 
continuing to meet the requirements of the Act, along with some examples of expansion in the 
use of ATF and factors limiting its use in the federal fleet. 


2. COMPLIANCE WITH THE ALTERNATIVE FUELS ACT 


Taking into account the acquisition activities of all departments and agencies, it is reported that 
the federal government is in full compliance with the Act. Section 2.1 provides a summary of the 
application of the Act on a government-wide basis. 


Furthermore, it is reported that all vehicles in the federal fleet capable of operating on ATF use 
these fuels to the maximum extent possible. 


2.1 New Vehicle Acquisitions 


The table below provides a summary of the application of the Act on a government-wide basis 
for the 1998-99 fiscal year. This table illustrates that at least 60 per cent of all new vehicle 
acquisitions that should be cost-effective and operationally feasible for ATF use are actually 
capable of operating on ATF. 


Total Vehicles Total Vehicles Cost- 


Total Number | Cost-effective effective and Actual Number of | 60% Target - Required 
of Vehicles for Use ofan | Operationally Feasible ATF Vehicles Acquisitions 
ATF’ 


ST Acquired' as per Act’ 


A summary of the application of the Act on a department/agency basis is contained in Annex 2. 
Meeting and Exceeding the Requirements of the Act 


The federal government, through the acquisition activities of departments and agencies, has 
surpassed the requirements of the Act for the 1998-99 fiscal year. This pattern can be attributed 
to the mandate of certain departments and agencies to demonstrate leadership in the use of ATF. 
These federal organizations have introduced ATF into their 1998-99 acquisitions to the 
maximum extent possible. 


Definitions of the table headings are contained in Annex 3. 
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Using information provided by the departments and agencies and data contained in Public Works 
and Government Services Canada’s Vehicle Statistical Information System (VSIS), it is 
estimated that 63 per cent of the ATF vehicles purchased in 1998-99 are factory produced and 
that 37 per cent are converted after acquisition. These results represent the best estimate 
available at the time this report was tabled. 


2.2 Use of Alternative Transportation Fuels in the Federal Fleet 


The Act requires federal bodies to use an ATF in the operation of any motor vehicle in the 
federal fleet already capable of operating on such a fuel to the maximum extent possible, where 
cost-effective and operationally feasible. 


The following table summarizes the estimated fuel consumption by fuel type for the 1998-99 
fiscal year for the 17 departments and agencies with the largest fleets. 


Average Annual 
Total Estimated Annual| Consumption Per 
Consumption Vehicle 


| Estimated Number of 
Vehicles 


3,1 = L 


66, 210, 10455 hed 


5,106 
1 839 


Ethanol 85 
Methanol 85° 2 

Electric 

Total 


© - S 


Gasoline: Gasoline consumption figures include Ethanol 10 because reliable data on total fuel consumption of 
Ethanol 10 fuel are not available. Sales of this fuel are not always tracked individually in the current reporting 
systems by either the oil companies or the fleet management system contractors. As a result, Ethanol 10 is 
tracked as part of the reported data, either with Ethanol 85 or with gasoline. 
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Methanol 85: Although the vehicles are equipped with methanol 85 compatible engines, the estimated annual 
consumption figures are in litres of gasoline because records indicate that there are no stations selling 
methanol 85 in the areas where the vehicles are being utilised. However, the vehicles are all running on 
ethanol 10. 
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Several federal bodies named in schedules I, I.1 and II of the FAA, have stated that Ethanol 10 
blend (E10) is used to the greatest extent possible in their gasoline vehicles. For natural gas and 
propane, consumption statistics include dedicated and bi-fuel applications. 


3. CONCLUSION 


3.1 Federal Government Commitment 


During the 1998-99 fiscal year, the federal government, through the activities of the federal 
bodies named in schedules I, I.1 and II of the FAA, has fully complied with the requirements of 
the AFA. It should be noted that the federal government also complied during the 1997-98 fiscal 
year. 


The federal government is committed to continuing to comply with the requirements of the Act 
and is committed to demonstrating leadership in the attainment of all federal environmental 
objectives. Expanding the current use of ATF and ATF vehicles remains a priority with 
departments and agencies as long as the use of use of such products is cost-effective and 
operationally feasible for their specific requirements. 


The items below illustrate the expansion of the use of ATF by some federal government 
organizations during the 1998-99 fiscal year: 


je In addition to having converted vehicles purchased during the 1998-99 fiscal year, both 
Correctional Service Canada and the Royal Canadian Mounted Police converted more 
than 10 vehicles each that had been purchased in previous fiscal years, where it was 
deemed to be cost-effective. Most of these vehicles were converted to natural gas 
applications. 
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Natural Resources Canada has added an Ethanol 85 blend (E85) refuelling facility located 
at headquarters in Ottawa for its E85 vehicles. Although the supply of E85 is limited, the 
department has been able to obtain it at a reasonable price. Natural Resources Canada 
also provides E85 to Agriculture and Agri-Food Canada as well as to Environment 
Canada for their E85 vehicles. 


Bi Correctional Service Canada is using E10 exclusively in nine of its gasoline bulk fuel 
facilities in its Prairie Region and offers this fuel to other interested departments and 
agencies. 


It continues to be the experience of the federal government that the availability of ATF vehicles 
and associated ATF infrastructure has not yet materialized to the extent first envisaged when the 
AFA was passed in June 1995. To date, the federal government has encountered many issues that 
place practical limitations on the use of ATF and ATF vehicles. The resolution of many of these 
issues will surely lead to the acquisition of more ATF vehicles for the federal fleet and greater 
use of ATF across the federal government. 
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3.2 Key Issues Limiting Viability of Alternative Transportation 
Fuels 


Despite the commitment of the federal government to increase the use of ATF in the federal 
fleet, a number of external factors continues to limit the feasibility of using ATF vehicles. 
During both the 1997-98 and 1998-99 fiscal years, the acquisition of ATF vehicles and the use 
of ATF was curtailed by a limited ATF infrastructure across many parts of the country and a 
limited selection and availability of appropriate ATF vehicles from the manufacturer. 


The items below summarize some of the key issues that have limited the use of ATF vehicles 
and ATF in the federal government during the 1998-99 fiscal year. It should be noted that the 
issues below were also applicable to the 1997-98 fiscal year. 


1° During the 1998-99 fiscal year, there was a limited supply of factory produced ATF 
vehicles, in comparison with the number of gasoline models, suitable for federal 
government operations. 


Dh Compared to similar classes of gasoline vehicles, premiums for the acquisition of factory 
produced ATF vehicles range from $4,202 to $9,923 for propane and natural gas vehicles 
and from $1,406 to $3,424 for Ethanol 85 vehicles. The cost of after-market conversion 
kits ranges from $2,745 to $4,145 for propane and natural gas applications. It is generally 
the case that the lower-priced kits are indicative of earlier, lower technology while the 
higher priced ones reflect newer, cleaner technology. 


3: Inconsistent and delayed manufacturer delivery schedules for ATF vehicles create 
difficulties for federal departments when planning and budgeting for their acquisitions. 


4. Natural gas, propane and Ethanol 85 infrastructure is limited; supply of these fuel types is 
unreliable outside of urban areas and supplier hours of operation are often limited. The 
use of a bi-fuel vehicle would enable the operator to use gasoline in those areas where the 
appropriate ATF is not available. Such a practice would, however, have a significant 
effect on the ability to recover costs over the life of the vehicle through fuel savings. 


a The effectiveness and quality of vehicle conversion kits are questionable when 
emissions-testing analysis of converted vehicles reveals higher emissions in comparison 
to a gasoline vehicle. As well, the highly sophisticated onboard diagnostic computers in 
new vehicles have severely curtailed the after-market conversion industry’s ability to 
convert engines properly. Finally, the federal government has experienced problems in 
the operation of converted vehicles, including a tendency for these to backfire, thereby 
reducing confidence in the performance of the conversion kits. 


6. The availability and operating hours of approved warranty service facilities offering 
routine maintenance and repair services for factory produced or converted ATF vehicles 
are limited, thereby restricting the operational feasibility of using an ATF vehicle in 
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many locations. Also, some departments have noted that the limited number of approved 
warranty service facilities has resulted in higher maintenance and repair costs. 


New technology in gasoline vehicles has enabled better fuel efficiency, reduced 
emissions and increased engine performance. 


When comparing the energy equivalency of ATF to gasoline, it is sometimes the case that 
ATF is more costly than gasoline at the pump, thereby eliminating the payback of 
converting to an ATF. Furthermore, because many federal departments currently access 
gasoline through bulk facilities at a price considerably lower than the ATF equivalent 
sold at the pump, the use of ATF is not a viable option. 


ATF is also available through bulk facilities, and at a much lower cost than gasoline 
purchased at the pump; however, few federal departments have access to such supplies. 


Some areas still restrict the use of propane vehicles, for example in underground parking 
garages and on some airport tarmacs. 


Available cargo space is reduced with the addition of an ATF tank. 


The fewer the average annual kilometres travelled by a vehicle, the less likely it is that 
ATF use will be cost-effective. 


Budgetary constraints and allocations limit the ability to finance initial capital costs to 
acquire ATF vehicles. 
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ANNEX 1 — TERMINOLOGY 
The following section provides definitions of the frequently used terms in this Report. 


Alternative Transportation Fuel 
Alternative transportation fuel, or ATF, is prescribed by regulation to include, but is not limited 
to, ethanol, methanol, propane gas, natural gas, hydrogen or electricity when used as a sole 


source of direct propulsion energy. 


The definition of ATF is extended to include blended fuels when an ATF makes up at least 
50 per cent of the blend for the purposes of acquiring motor vehicles. Flex-fuel and bi-fuel 
vehicles are also considered to be ATF vehicles for the purposes of acquiring motor vehicles. 


For the purposes of using ATFs, the definition of ATF is also extended to include bio-diesel and 
blended fuels to the extent that any of the approved ATFs appears in the blend. 


Bi-fuel Vehicle 


A vehicle with two separate fuel systems that operates on either fuel (e.g. a bi-fuel 
gasoline/propane vehicle can operate on either gasoline or propane). 


Cost-effective 
A vehicle is considered cost-effective for ATF use if it can be demonstrated that the additional 
cost of either converting a vehicle to use ATF or acquiring a factory produced ATF vehicle will 


be recovered in the form of fuel savings over the life of the vehicle. 


Where net fuel savings are greater than $1, a vehicle is considered cost-effective for ATF use. 
Flex-fuel Vehicle 
_A vehicle with a single fuel system that operates on one of two different fuels alone or on a blend 


of the two (e.g. an E85 vehicle can operate on gasoline alone or on any blend of gasoline and 
ethanol to a maximum of 85 per cent ethanol). 


Motor Vehicle 


For the purposes of reporting on the AFA, motor vehicle is defined as including automobiles, 
passenger vans, light- or medium-duty trucks and buses. 
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Operationally Feasible 


A vehicle is considered to be operationally feasible for ATF use when it can be demonstrated 
that the vehicle will continue to be able to fulfil its primary operational tasks. 


The definition of operational feasibility will vary across departments and agencies according to a 
wide range of variables, including: the specific travel patterns of each vehicle; the mandate of the 
department or agency; the availability of ATF supply in all locations the vehicle will travel; 
vehicle performance requirements; and vehicle availability or availability of a suitable 
conversion kit. 
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ANNEX 2 — NEW VEHICLE ACQUISITIONS 


The table below summarizes the application of the Act for the 1998-99 fiscal year on a 
department/agency basis. The information reported is the result of consultation with each 
department and agency. 


Departments and agencies included in schedules I, I.1 and II of the FAA that did not acquire any 
new vehicles during the 1998-99 fiscal year are not included in this list; however, they, too, are 
in compliance with the Act. 


. Vehicles Cost- 
effective and  Actual Number 
Department Number of  Vehicles Cost- Operationally — of ATF 
or Vehicles Effective for Feasible for Vehicles 


Acquired ATF Use 


ATF Use Acquired 

ae and Agri-Food Canada 
. Citizenship : and Immigration Cana 
Department of Canadian Heritage 


Envir ronment Canada 
Fisheries and Oceans 


Industry Canada 
. National Defence 
SAE see Canada 


Canada + . _ . 
Revenue Canada 


‘Treasury Board of Canada Secretaria / . 
Veterans Affairs Canada 

Western Economic Diversification Canada 
Totals for Schedule | | i. 
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Vehicles Cost- | 
effective and 
Operationally | Actual Number 

Feasible for ATF | of ATF Vehicles 
Use Acquired 


Department 
or 
Agency 


Vehicles Cost- 
Effective for 
ATF Use ial te 


Number of 
Vehicles 
__Acquired | 


SCHEDULE 1 
Atlantic Canada Opportunities Agency 


Canadian Centre for Manageren 
Development 


Correctional Service Canada 


Economic Development Agency of Canada ” | _ 
the Regions of Quebec | 


National Archives of Canada 


National Energy Board 


Oo 2S O 2 


National Parole Board 


© © Oo © 


Offices of the Information and a 
Commissioners _ 


Privy Council Office 
Royal Canadian Mounted Police |. 
Totals for Schedule 1.1 
| Vehicles Cost- | 
| . effective and — 
Department Number of  Vehicles Cost- Operationally  Actual Number 
or Vehicles  Effective for Feasible for ATF of ATF Vehicles 


Agency 


SCHEDULE I 


Canadian Food Inspection Agency 


Use 


Acquired © | _ ATF Use Acquired 


National Research Council Canada — 
Transportation Safety Board of Canada 
Totals for Schedule ll 
Totals for All Schedules | 
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ANNEX 3 — DEFINITIONS OF TABLE HEADINGS 


Department or Agency 


All federal government bodies (departments and agencies) named in schedules I, I.1 and II of the 
Financial Administration Act that made vehicle acquisitions during the 1998-99 fiscal year. 


Number of Vehicles Acquired 


The total number of vehicles acquired by the departments and/or agencies during the 1998-99 
fiscal year. 


Vehicles Cost-effective for ATF Use 


Number of 1998-99 vehicle acquisitions considered to be no more costly to operate on ATF in 
comparison to a conventional fuel. 


Vehicles Cost-effective and Operationally Feasible for ATF Use 


Number of 1998-09 vehicle acquisitions considered to be no more costly to operate on ATF in 
comparison to a conventional fuel and able to fulfil its operational duties while using ATF. 


Actual Number of ATF Vehicles Acquired 
The actual number of 1998-99 vehicle acquisitions that are capable of operating on ATF. 
60% Target — Required Acquisitions as per Act 


Total number of 1998-99 vehicle acquisitions that should be capable of operating on ATF as per 
the Alternative Fuels Act. 


For the 1998-99 fiscal year, the Act requires that 60 per cent of all vehicle acquisitions that are 
‘ determined to be both cost-effective and operationally feasible for ATF use should be capable of 
operating on ATF. 
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PRESIDENT’S MESSAGE 


I am pleased to table in Parliament the annual Report on the Application of the Alternative Fuels 
Act, for the fiscal year 2000-01, pursuant to the A/ternative Fuels Act. 


farina fobichee/ 


Lucienne Robillard 
President of the Treasury Board 
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Executive Summary 


Annual Report on the Application of the A/ternative Fuels Act 


The A/ternative Fuels Act (AFA) requires the President of the Treasury Board to report annually 
on the application of the Act in respect of all federal government bodies named in schedules I, 
I.1 and II of the Financial Administration Act (FAA). 


Requirements of the A/ternative Fuels Act 


The Act requires that, following a seven-year phase-in period, for the fiscal year commencing 
April 1, 2004, where it is cost-effective and operationally feasible, 75 per cent of all automobiles, 
passenger vans, light- and medium-duty trucks and buses operated by federal government 
departments and agencies use ATF. 


For the fiscal year commencing April 1, 2000, the Act required that 75 per cent of the portion of 
newly acquired vehicles for which alternative fuels were deemed to be both cost-effective and 
operationally feasible, be physically capable of operating on these. 


The Act also requires that, when it 1s cost-effective and operationally feasible, a federal body 
shall use ATF in the operation of any motor vehicle capable of operating on such fuels. 


Compliance with the Alternative Fuels Act 


With regard to the acquisition of alternative transportation fuel (ATF) vehicles, the federal 
government, through activities of the federal bodies named in schedules I, I.1 and II of the 
Financial Administration Act, is in full compliance and in fact, has exceeded the requirements 
of the A/ternative Fuels Act for the fourth year in a row. 


With regard to the use of ATF, federal organizations have indicated that all vehicles in the 
federal fleet capable of operating on ATF use these to the maximum extent possible. 
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1. INTRODUCTION 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report 
annually on the application of the Act in respect of all federal government bodies (departments 
and agencies) named in schedules I, I.1 and IT of the Financial Administration Act (FAA). 


1.1 Alternative Fuels Act 


The A/ternative Fuels Act received Royal Assent on June 22, 1995, and took effect on 

April 1, 1997. The purpose of the Act is to accelerate the use in Canada of alternative 
transportation fuels (ATF) in motor vehicles in order to reduce the emission of carbon dioxide 
and other greenhouse gases, and to reduce dependence on petroleum-based fuels for 
transportation. The Act targets the federal vehicle fleet and helps make the government a leader 
in the use of ATF. 


The Act requires that, following a seven-year phase-in period, for the fiscal year commencing 
April 1, 2004, where it 1s cost-effective and operationally feasible, 75 per cent of all automobiles, 
passenger vans, light- and medium-duty trucks and buses operated by federal government 
departments and agencies, in the aggregate, use ATF. 


Specifically, the Act requires that departments and agencies review each new vehicle acquisition 
in terms of its estimated annual fuel consumption and primary operational tasks, and determine 
whether using ATF would be both cost-effective and operationally feasible. This has been 
interpreted to mean that, if a new vehicle is less expensive to operate on ATF than on a 
conventional fuel, and the vehicle can fulfil its operational duties, then it is included in the group 
of new acquisitions that are capable of operating on ATF. 


It is a requirement of the Act that, for the fiscal year that began on April 1, 1997, 50 per cent of 
that group of vehicles had to have been able to operate on ATF. For the fiscal year commencing 
April 1, 1998, the requirement increased to 60 per cent. For the fiscal year commencing 

April 1, 1999, and for every year thereafter, 75 per cent of the viable vehicles must be capable of 
operating on ATF. 


The Act also requires that, when it is cost-effective and operationally feasible, a federal body 
shall use an alternative fuel in the operation of any motor vehicle capable of operating on such a 


fuel. 


In July 1995, the Treasury Board of Canada Secretariat revised the Motor Vehicle Policy to 
ensure effective application of the Act and its regulations, and to provide leadership and 
assistance to departments and agencies to help them meet the obligations set forth in the Act. 


This is the fourth annual Report on the Application of the Alternative Fuels Act. 
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Section 2 of the Report assesses the federal government’s compliance with the Act. Section 2.1 
summarizes the application of the Act in relation to 2000-01 fiscal year vehicle acquisitions and 
section 2.2 reports on the extent of ATF usage in the federal fleet during the 2000-01 fiscal year. 
Section 2.3 contains examples of progress in the use of ATFs and emissions reductions while 
section 2.4 presents some of the key obstacles to using ATFs in the federal fleet. 


Section 3 concludes the report with a discussion of the federal government’s commitment to 
continuing to meet the requirements of the Act. 


2. COMPLIANCE WITH THE ALTERNATIVE FUELS ACT 


Taking into account the acquisition activities of all departments and agencies, the federal 
government reports that it is in full compliance with the Act. Section 2.1 provides a summary of 
the application of the Act on a government-wide basis. 


Furthermore, it is reported that all vehicles in the federal fleet capable of operating on ATF use 
these fuels to the greatest extent possible. 


2.1 New Vehicle Acquisitions 


The table below provides a summary of the application of the Act on a government-wide basis 
for the 2000-01 fiscal year. This table illustrates that at least 75 per cent of all new vehicle 
acquisitions for which ATF would be cost-effective and operationally feasible are actually able 
to operate on ATF. (Definitions of the table headings are contained in Annex 3.) 


Total Number of 
_ Vehicles for Which | 
Total _ Total Number © ATF is Cost- / 75% Target — 


Number of of Vehicles for | effective and . Actual Number Required 
Vehicles = Which ATFis | Operationally | of ATF Vehicles © Acquisitions 
Acquired Cost-effective | Feasible Acquired as per the Act 

3582 | 301 | 131 | 180 98 


A summary of the application of the Act by department and agency is contained in Annex 2. 
Meeting and Exceeding the Requirements of the Act 


The federal government, through the acquisition activities of departments and agencies, has 
surpassed the requirements of the Act for the 2000-01 fiscal year. This can be attributed to the 
mandate of certain departments and agencies to demonstrate leadership in the use of ATF. These 
federal organizations have done as much as they could in the 2000-01 fiscal year to acquire 
vehicles that can use alternative fuels. 


2 2000-01 


From information provided by the departments and agencies and data contained in Public Works 
and Government Services Canada’s Vehicle Statistical Information System (VSIS), it is 
estimated that 94 per cent of the ATF vehicles purchased in 2000—01 are factory- produced and 
that 6 per cent are converted after acquisition. These are the best estimates available at the time 
this report was tabled. 


2.2 Use of Alternative Transportation Fuels in the Federal Fleet 


In the operation of any motor vehicle in the federal fleet already capable of operating on an 
alternative fuel, the Act requires that federal bodies use an alternative fuel to the greatest extent 
possible, where this is cost-effective and operationally feasible. 


The following table summarizes the estimated fuel consumption by fuel type for the 2000-01 
fiscal year for the 18 departments and agencies with the largest fleets. 


Approximate ) 
Number . TotalEstimated | Average Annual 


Fuel Type | of Vehicles | Annual Consumption Consumption Per Vehicle 
TR Pe AIR SEE TER ES es EGE 
Fuels . 

Gasoline ' / 20294 casi a ome GTATO2 812i pl bee 3,336 L 

Diesel 2,654 | : 9,008,070 L 3,394 L 
Alternative Fuels | 

Natural Gas | 316 | 710,557kg 2,249 kg 

Propane 451 1,395:289 ‘It 3,094 L 

Ethanol 85 56 : 137,931 L | 2,461 L 

Electric | 5 data not available data not available 
Total | 23,776 | 


Federal bodies named in schedules I, I.1 and II of the FAA, are endeavouring to use ethanol 10 
blend (E10) to the greatest extent possible in their gasoline vehicles. For natural gas and propane, 
consumption statistics include dedicated and bi-fuel applications. 


Gasoline: Gasoline consumption figures include ethanol 10 because reliable data on total fuel consumption of 
ethanol 10 fuel are not available. Sales of this fuel are not always tracked individually in the current reporting 
systems by either the oil companies or the fleet management system contractors. As a result, Ethanol 10 is 
tracked as part of the reported data, either with ethanol 85 or with gasoline. 


The “Approximate Number of Vehicles” includes 46 hybrid gasoline-electric vehicles acquired during the 
2000-01 fiscal year. 
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2.3 


Examples of Progress in the Use of ATFs and Emissions 


Reduction 


The items below highlight the use of ATFs and progress in emissions reduction by the federal 
government during the 2000-01 fiscal year: 


I. 


The number of ethanol 85 vehicles in the federal fleet increased significantly during the 
2000-01 fiscal year, from 20 to 57 vehicles. Although there was only one refuelling 
station in Canada, and it was owned and operated by Natural Resources Canada, the 
consumption of ethanol 85 increased by almost 700 per cent, from 19,775 litres to 
137,831 litres. 


Public Works and Government Services Canada added two additional natural gas vehicle 
refuelling appliances at one of its building sites in Ottawa to meet the increased demand 
of its fleet of natural gas vehicles in the National Capital Region. That fleet doubled 
during the 2000-01 fiscal year from 8 to 16. 


Agriculture and Agri-Food Canada replaced six gasoline-powered pick-up trucks with six 
electric-powered off-road utility vehicles at the Central Experimental Farm in Ottawa. 
This type of utility vehicle is not included in the definition of a “motor vehicle” and they 
are therefore not counted as new vehicle acquisitions. They represent, however, an 
important initiative by this organization to reduce harmful emissions significantly. 


The introduction in Canada of hybrid gasoline-electric vehicles has been well received by 
the federal government, which finds them to be practical and environmentally friendly. 
Hybrid gasoline-electric vehicles are not presently considered as ATF vehicles in terms 
of acquiring motor vehicles under the Act, and as such are not included in the “Number 
of Actual ATF Vehicles Acquired” in Table 2.1 of this report. Nevertheless, hybrid 
gasoline-electric vehicles emit significantly less pollutants than conventional gasoline 
vehicles. The federal government acquired a total of 46 of these hybrids during the 
2000-01 fiscal year (see table below). 


Number of Hybrid Gas-electric 


_____ Department or Agency Vehicles Acquired 
SE rT ee 
National Defence | 9 

Natural Resources Canada 3 

Parks Canada | 1 

Royal Canadian Mounted Police | 14 

Transport Canada 14 

Total | 46 
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2.4 Key Obstacles to Expanding the Use of Alternative 
Transportation Fuels 


Despite the commitment of the federal government to increase the use of ATF in the federal 
fleet, a number of external factors continues to limit the feasibility of using ATF vehicles. 
During the past four fiscal years, the acquisition of ATF vehicles and the use of ATF was 
curtailed by a limited ATF infrastructure across many parts of the country and a limited selection 
and availability of appropriate ATF vehicles from manufacturers. 


The items below summarize some of the key obstacles. 


Ie During the 2000-01 fiscal year, there continued to be a limited supply of 
factory-produced ATF vehicles, compared to the number of gasoline models, suitable for 
federal government operations. : 


2 Compared to similar classes of gasoline vehicles, premiums for the acquisition of 
factory-produced ATF vehicles range from $3,569 to $7,666 for propane and natural gas 
vehicles and from $185 to $999 for ethanol 85 vehicles. The cost of after-market 
conversion kits ranges from $2,749 to $4,600 for propane and natural gas applications. It 
is generally the case that the lower-priced kits incorporate earlier, less advanced 
technology, while the higher priced ones reflect newer, cleaner technology. 


3). Vehicle manufacturers are not producing ATF vehicles in the numbers originally 
anticipated and the availability of ATF vehicles in Canada remains limited. Availability 
in Canada 1s dictated largely by the production needs of the bigger US marketplace. 


4. Natural gas, propane and ethanol 85 infrastructure is still limited; supply of these fuel 
types is unreliable outside of urban areas and supplier hours of operation are often 
restricted. 

=} The effectiveness and quality of vehicle conversion kits remain questionable, considering 


that emissions-testing analysis of converted vehicles sometimes reveals higher emissions 
than those from a gasoline vehicle. As well, the highly sophisticated onboard diagnostic 
computers in new vehicles have severely curtailed the after-market conversion industry’s 
ability to convert engines properly. Therefore, the federal government clearly favours 
factory-produced ATF vehicles and it is estimated that these vehicles represent 94 per 
cent of the ATF vehicles acquired in 2000-01. 


6. The availability and operating hours of approved warranty service facilities offering 
routine maintenance and repair services for factory-produced or converted ATF vehicles 
are limited, thereby restricting the use of an ATF vehicle in many locations. Also, some 
departments have noted that the limited number of approved warranty service facilities 
has resulted in higher maintenance and repair costs. 
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Some jurisdictions still restrict the use of propane vehicles in certain areas; for example, 
in underground parking garages and on some airport tarmacs. 


The addition of an ATF tank sometimes affects the operational capabilities of vehicles. 
For example, available cargo space is often reduced. 


The relatively low average annual kilometres travelled by federal vehicles make it less 
likely that ATF use will be cost-effective. 
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3. CONCLUSION 


During the 2000-01 fiscal year, the federal government, through the activities of the federal 
bodies named in schedules I, I.1 and II of the FAA, has fully complied with the requirements of 
the AFA. It should be noted that the federal government also complied during the 1997-98, 
1998-99 and 1999-2000 fiscal years. 


The federal government is committed to continuing to comply with the requirements of the Act 
and to demonstrating leadership in the attainment of all federal environmental objectives. 
Expanding the current use of ATF and ATF vehicles remains a-priority with departments and 
agencies as long as the use of use of such products is cost-effective and operationally feasible for 
their specific requirements. 


The federal government finds that the availability of ATF vehicles and associated ATF 
infrastructure has not yet materialized to the extent first envisaged when the AFA was passed in 
June 1995. To date, the federal government has encountered many obstacles that place practical 
limitations on the use of alternative fuels and ATF vehicles. In time, as these obstacles are 
overcome, there will be greater opportunity to acquire more ATF vehicles for the federal fleet 
and make greater use of alternative fuels across the federal government. 
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ANNEX 1 — TERMINOLOGY 


The following section provides definitions of the terms frequently used in this Report. 
Alternative Transportation Fuel 


Under the Act, alternative transportation fuel, or ATF, must include, but is not limited to, 
ethanol, methanol, propane gas, natural gas, hydrogen or electricity, and these must be used as a 
sole source of direct propulsion energy. 


For the purpose of acquiring motor vehicles, the Alternative Fuels Regulations expand the 
definition of ATF given above to include blended fuels when an ATF (as defined above) makes 
up at least 50 per cent of the blend . Flex-fuel and bi-fuel vehicles are also considered to be ATF 
vehicles for the purposes of acquiring motor vehicles. Consultations are presently under way to 
determine whether the Alternative Fuels Regulations can and should be amended to include also 
hybrid gasoline-electric vehicles as ATF vehicles for the purposes of the Act. 


For the purposes of using ATFs, the Alternative Fuels Regulations also expand the definition of 


ATF given above to include bio-diesel and blended fuels that include any amount of the 
approved ATFs. | 


Bi-fuel Vehicle 


This is a vehicle with two separate fuel systems that operates on either fuel (e.g., a bi-fuel 
gasoline/propane vehicle can operate on either gasoline or propane). 


Flex-fuel Vehicle 
A flex fuel vehicle is one with a single fuel system that operates on one of two different fuels 


alone or on a blend of the two (e.g., an E85 vehicle can operate on gasoline alone or on any 
blend of gasoline and ethanol to a maximum of 85 per cent ethanol). 


Cost-effective 

A vehicle is considered cost-effective for ATF use if it can be demonstrated that the additional 
cost of either converting a vehicle to use ATF or acquiring a factory produced ATF vehicle will 
be recovered in the form of fuel savings over the life of the vehicle. 

Where net savings are greater than $1, a vehicle is considered cost-effective for ATF use. 


Motor Vehicle 


For the purposes of reporting on the AFA, motor vehicle is defined to include automobiles, 
passenger vans, light- or medium-duty trucks and buses. 
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Operationally Feasible 


ATF use is considered to be operationally feasible when it can be demonstrated that the vehicle 
will be able to fulfil its primary operational tasks. 


The definition of operational feasibility will vary across departments and agencies according to a 
wide range of variables, including: the specific travel patterns of each vehicle; the mandate of the 
department or agency; the availability of alternative fuels wherever the vehicle will travel; local 
laws (or by-laws); vehicle performance requirements; and vehicle availability or the availability 
of a suitable conversion kit. 


10 2000-01 


ANNEX 2 — NEW VEHICLE ACQUISITIONS 


The table below summarizes the application of the Act for the 2000-01 fiscal year by department 
and agency. The information reported is the result of consultations with each department and 
agency. 


Departments and agencies included in schedules I, I.1 and II of the FAA, but not listed below, 
did not acquire any new vehicles during the 2000-01 fiscal year. Nonetheless, they are in 
compliance with the Act, as their required ATF vehicle acquisitions would be nil. 


Vehicles Cost- Actual 
Vehicles effective and = Number 
| Number of Cost- Operationally of ATF 
_ Vehicles effectivefor | Feasible  Vehicles 
_Acquired ATFUse for ATF Use Acquired 


Department or Agency 
SCHEDULE 1 


Agriculture and Agri-Food Canada : 49 | 14 0 0 
Citizenship and Immigration Canada | 30 | 0 | 0 | 
Department of Foreign Affairs and : | 

International Trade Ga te 0 0 3 
Department of Justice Canada | 4 1 0 
Environment Canada | 68 | 29 6 12 
Fisheries and Oceans | DE? | 36 0 0 
Health Canada TOP b 0 2 
Human Resources Development Canada 103 | 0 0 
Indian and Northern Affairs Canada | 16 5 4 0 
Industry Canada | 97 | 1 6 
National Defence acl 12 2 15 
Natural Resources Canada 30 | 0 0 6 
Public Works and Government Services 

Canada : 42 12 12 12 
Solicitor General Canada 1 0 QO. 4 0 
Transport Canada 59 2 0 ré 
Totals for Schedule | | 1,491 119 | 26 66 
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Vehicles Cost- Actual 
Vehicles effective and Number 
Number of Cost- Operationally of ATF 
Vehicles effective for Feasible Vehicles 
Department or Agency _ Acquired ATF Use for ATF Use Acquired 


Atlantic Canada Opportunities Agency 4 SAUVE 1 0 


Canada Customs and Revenue Agency — 160 9 TRES 31 
Canadian Grain Commission ee 0 0 0 
Correctional Service of Canada : 196. | rei 69 52 


Economic Development Agency of 


Canada for the Regions of Quebec 2 0 0 2 
National Archives of Canada 1 1 1 1 
National Parole Board | 4 0 0 0 
Office of the Chief Electoral Officer 2 1 0 0 
Offices of the Information and Privacy  : 
Commissioners of Canada Ta Onan ee 0 
Privy Council Office ae 2 Ve 0 
Registrar of the Supreme Court of : | | 

Canada and that portion of the Public 

Service of Canada appointed under 

subsection 12(2) of the | l 

Supreme Court Act 2e PSE aaa 0 
Registry of the Federal Court of Canada 3 | 3 | 0 | 0 
Royal Canadian Mounted Police 17229 | 45 : 23) 19 
Statistics Canada 2 0 | GC 0 
Totals for Schedule 1.1 | 1,604 | 140 102 | 105 
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Vehicles Cost- Actual 
Vehicles effective and Number 
Number of Cost- Operationally of ATF 
_ Vehicles effective for  Feasible Vehicles 
Department or Agency Acquired  ATF Use for ATF Use Acquired 


SCHEDULE Il 


Canadian Food Inspection Agency 84 4 0 4 
Canadian Transportation Accident | | 

Investigation and Safety Board ss. 0 (0) 0 
Canadian Institutes of Health Research |! 1 OL 0 0 
National Research Council of Canada 10 | 1 O 0 
Parks Canada Agency | Sin 38 3 5 
Totals for Schedule II | 187 | 42 3 9 
Total for All Schedules LMP 282 00 301 SN TAED 
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ANNEX 3 — DEFINITIONS OF TABLE HEADINGS 


Department or Agency 
These are all federal government bodies (departments and agencies) named in schedules I, I.1 


and II of the Financial Administration Act that made vehicle acquisitions during the 2000-01 
fiscal year. 


Number of Vehicles Acquired 


This is the total number of vehicles acquired by the departments and/or agencies during the 
2000-01 fiscal year. 


Vehicles for Which ATF is Cost-effective 


This is the number of 2000-01 vehicles acquired that are considered to be no more costly to 
operate on alternative fuels in comparison to a conventional fuel. 


Vehicles for Which ATF is Cost-effective and Operationally 
Feasible 


This is the number of 2000-01 vehicles acquired that are considered to be no more costly to 


operate on ATF in comparison to a conventional fuel and are able to fulfil their operational roles 
while using ATF. 


Actual Number of ATF Vehicles Acquired 
This is the actual number of 2000-01 vehicles acquired that are capable of operating on ATF. 
75% Target — Required Acquisitions as per the Act 


This is the total number of 2000-01 vehicles acquired that should be capable of operating on 
ATF in accordance with the A/ternative Fuels Act. 


For the 2000-01 fiscal year, the Act requires that 75 per cent of all those vehicles acquired for 


which ATF is determined to be both cost-effective and operationally feasible should be 
physically capable of operating on ATF. 
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PRESIDENT’S MESSAGE 


I am pleased to table in Parliament the annual Report on the Application of the Alternative Fuels 
Act, for the fiscal year 2001-02, pursuant to the Alternative Fuels Act. 
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Lucienne Robillard 
President of the Treasury Board 
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Executive Summary 


Annual Report on the Application of the Alternative Fuels Act 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report annually 
on the application of the AFA in respect of all federal government bodies (departments and 
agencies) named in schedules I, I.1, and II of the Financial Administration Act (FAA). 


Requirements of the Alternative Fuels Act 


The AFA requires that, following a seven-year phase-in period, for the fiscal year commencing 
April 1, 2004, where it is cost-effective and operationally feasible, 75 per cent of all automobiles, 
passenger vans, light- and medium-duty trucks, and buses operated by federal government 
departments and agencies use alternative transportation fuels (ATF). 


For the fiscal year that began April 1, 2001, the AFA required that 75 per cent of the portion of 
newly acquired vehicles for which alternative fuels were deemed to be both cost-effective and 
operationally feasible be physically capable of using these. 


The AFA also requires that, when it is cost-effective and operationally feasible, a federal body 
shall use ATF in the operation of any motor vehicle capable of using such fuels. 


Compliance with the A/ternative Fuels Act 


With regard to the acquisition of ATF vehicles, the federal government, through activities of the 
federal bodies named in schedules I, I.1, and II of the FAA, is in full compliance with and, in 
fact, has exceeded the requirements of the AFA for the fifth year in a row. 


With regard to the use of ATF, federal organizations have indicated that all vehicles in the 
federal fleet capable of operating on ATF use these to the maximum extent possible. 
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1. INTRODUCTION 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report 
annually on the application of the AFA in respect of all federal government bodies (departments 
and agencies) named in schedules I, I.1, and II of the Financial Administration Act (FAA). 


1.1 Alternative Fuels Act 


The AFA received Royal Assent on June 22, 1995, and took effect on April 1, 1997. The purpose 
of the AFA is to accelerate the use in Canada of alternative transportation fuels (ATF) in motor 
vehicles in order to reduce the emission of carbon dioxide and other greenhouse gases and to 
reduce dependence on petroleum-based fuels for transportation. The AFA targets the federal 
vehicle fleet and helps make the government a leader in the use of ATF. 


The AFA requires that, following a seven-year phase-in period, for the fiscal year commencing 
April 1, 2004, where it is cost-effective and operationally feasible, 75 per cent of all automobiles, 
passenger vans, light- and medium-duty trucks, and buses operated by federal government 
departments and agencies, in the aggregate, use ATF. 


Specifically, the AFA requires that departments and agencies review each new vehicle 
acquisition in terms of its estimated annual fuel consumption and primary operational tasks and 
determine whether using ATF would be both cost-effective and operationally feasible. This has 
been interpreted to mean that, if a new vehicle is less expensive to operate on ATF than on a 
conventional fuel, and the vehicle can fulfil its operational duties, then it is included in the group 
of new acquisitions that are capable of operating on ATF. 


It is a requirement of the AFA that, for the fiscal year that began on April 1, 1997, 50 per cent of 
that group of vehicles had to have been able to operate on ATF. For the fiscal year that began on 
April 1, 1998, the requirement increased to 60 per cent. For the fiscal year that began on 

April 1, 1999, and for every year thereafter, 75 per cent of the viable vehicles must be capable of 
operating on ATF. 


The AFA also requires that, when it is cost-effective and operationally feasible, a federal body 
shall use an alternative fuel in the operation of any motor vehicle capable of operating on such 
a fuel. 


In July 1995, the Treasury Board of Canada Secretariat revised the Motor Vehicle Policy to 
ensure effective application of the AFA and its regulations and to provide leadership and 


assistance to departments and agencies to help them meet the obligations set forth in the AFA. 


This is the fifth annual report on the application of the Alternative Fuels Act. 
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Section 2 of the Report assesses the federal government’s compliance with the AFA. Section 2.1 
summarizes the application of the AFA in relation to 2001-02 fiscal year vehicle acquisitions, 
and section 2.2 reports on the extent of ATF use in the federal fleet during the 2001-02 fiscal 
year. Section 2.3 contains examples of progress in the use of ATF and emissions reductions 
while section 2.4 presents some of the key obstacles to using ATF in the federal fleet. 


Section 3 concludes the report with a discussion of the federal government’s commitment to 
continuing to meet the requirements of the AFA. 


2. COMPLIANCE WITH THE ALTERNATIVE FUELS ACT 


Taking into account the acquisition activities of all departments and agencies, the federal 
government reports that it is in full compliance with the AFA. Section 2.1 provides a summary of 
the application of the AFA on a government-wide basis. 


Furthermore, it is reported that all vehicles in the federal fleet capable of operating on ATF use 
these fuels to the greatest extent possible. 


2.1 New vehicle acquisitions 


The table below provides a summary of the application of the AFA on a government-wide basis 
for the 2001-02 fiscal year. This table illustrates that at least 75 per cent of all new vehicle 
acquisitions for which ATF would be cost-effective and operationally feasible are, in fact, 
vehicles that are capable of operating on ATF. (Definitions of the table headings are contained in 
Appendix 3.) 


Total number of 
vehicles for which 


| | 
| 
Total Total number ATFis | 75% target — 
number of | of vehicles for cost-effective and Actual number | required 
vehicles which ATF is operationally of ATF vehicles acquisitions 
acquired | cost-effective : feasible acquired as per the AFA 


A summary of the application of the AFA by department and agency is contained in Appendix 2. 
Meeting and exceeding the requirements of the AFA 


The federal government, through the acquisition activities of departments and agencies, has 
surpassed the requirements of the AFA for the 2001-02 fiscal year. This can be attributed to the 
mandate of certain departments and agencies to demonstrate leadership in the use of ATF. These 
federal organizations have done as much as they could in the 2001-02 fiscal year to acquire 
vehicles that can use alternative fuels. 


2 2001-02 


From information provided by the departments and agencies and data contained in the Public 
Works and Government Services Canada Vehicle Statistical Information System (VSIS), it is 
estimated that 85 per cent of the ATF vehicles purchased in 2001-02 are factory-produced and 
that 15 per cent are converted after acquisition. These are the best estimates available at the time 
of tabling this report. 


2.2 Use of ATF in the federal fleet 


In the operation of any motor vehicle in the federal fleet already capable of operating on an 
alternative fuel, the AFA requires that federal bodies use an alternative fuel to the greatest extent 
possible, where this is cost-effective and operationally feasible. 


The following table summarizes the estimated fuel consumption by fuel type for the 2001—02 
fiscal year for the 18 departments and agencies with the largest fleets. ' 


Approximate 
number 
of vehicles 


Total estimated 


| 
| 
| 

annual consumption 


Average annual 
consumption per vehicle 


SAN 


| 
Fuel type | 


Gasoline | 
(includes E10)? | 2187 58,978,752 L 2,784 L 


Alternative fuels 


Data not available 


© 


Electric | Data not available 


1 These departments and agencies are Agriculture and Agri-Food Canada, Correctional Service Canada, National 
Defence, Environment Canada, Fisheries and Oceans Canada, National Research Council Canada, Natural 
Resources Canada, Parks Canada, Public Works and Government Services Canada, Royal Canadian Mounted 
Police, Transport Canada, Canada Customs and Revenue Agency, Industry Canada, Human Resources 
Development Canada, Canadian Food Inspection Agency, Citizenship and Immigration Canada, Health Canada, 
and Indian and Northern Affairs. 


2 Gasoline consumption figures include ethanol 10 because reliable data on total fuel consumption of ethanol 10 
fuel are not available. Sales of this fuel are not always tracked individually in the current reporting systems by 
either the oil companies or the fleet management system contractors. As a result, ethanol 10 is tracked as part of 
the gasoline data. 


Federal bodies named in schedules I, I.1, and II of the FAA are endeavouring to use ethanol 10 
blend (E10) to the greatest extent possible in their gasoline vehicles. For natural gas and propane, 
consumption statistics include dedicated and bi-fuel applications. 
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2.3 Examples of progress in the use of ATF and emissions 
reduction 


The items below highlight the use of ATF and progress in emissions reduction by the federal 
government during the 2001-02 fiscal year: 


ii 


Agriculture and Agri-Food Canada opened the second ethanol 85 (E85) refuelling station 
in Canada. It is located at the Central Experimental Farm (CEF) in Ottawa and it serves 
as a fuel storage and pumping facility for 16 vehicles running on E85. All other vehicles 
at the CEF run exclusively on E10 blended gasoline and low-sulphur diesel. 


The number of E85 vehicles in the federal fleet increased again during the 2001-02 fiscal 
year, from 57 to 142 vehicles. The two E85 refuelling stations in Ottawa, owned and 
operated by Agriculture and Agri-Food Canada and Natural Resources Canada, also 
served vehicles owned by other departments, such as Environment Canada, Transport 
Canada, Public Works and Government Services Canada, and the Department of Foreign 
Affairs and International Trade. 


The introduction in Canada of hybrid gasoline-electric vehicles has been well received by 
the federal government, which finds them to be practical and environmentally friendly. 
Hybrid gasoline-electric vehicles are not presently considered as ATF vehicles in terms 
of acquiring motor vehicles under the AFA and, as such, are not included in the “Number 
of Actual ATF Vehicles Acquired” column in the table in section 2.1 of this report. 
Nevertheless, hybrid gasoline-electric vehicles emit significantly less pollutants than 
conventional gasoline vehicles. The federal government acquired 40 of these hybrids 
during the 2001-02 fiscal year (see table below), which amounts to a total of 86 hybrids 
presently owned and operated by the federal government. 


Number of hybrid gas-electric 
vehicles acquired in 2001-02 


Transport Canada 


2001-02 


2.4 Key obstacles to expanding the use of ATF 


Despite the commitment of the federal government to increase the use of ATF in the federal 
fleet, a number of external factors continue to limit the feasibility of using ATF vehicles. During 
the past five fiscal years, the acquisition of ATF vehicles and the use of ATF were curtailed by a 
limited ATF infrastructure across many parts of the country and a limited selection and 
availability of appropriate ATF vehicles from manufacturers. 


The items below summarize some of the key obstacles. 


Ly 


During the 2001-02 fiscal year, there continued to be a limited supply of 
factory-produced ATF vehicles, compared to the number of gasoline models, suitable for 
federal government operations. 


Compared to similar classes of gasoline vehicles, premiums for the acquisition of 
factory-produced ATF vehicles range from $1,902 to $9,025 for propane and natural gas 
vehicles and up to $1,096 for E85 vehicles. The cost of after-market conversion kits 
ranges from $3,695 to $5,495 for propane and natural gas applications. It is generally the 
case that the lower-priced kits incorporate earlier, less advanced technology, while the 
higher-priced ones reflect newer, cleaner technology. 


Vehicle manufacturers are not producing ATF vehicles in the numbers originally 
anticipated, and the availability of ATF vehicles in Canada remains limited. Availability 
in Canada is dictated largely by the production needs of the bigger U.S. marketplace. 


Natural gas, propane, and E85 infrastructure is still limited; supply of these fuel types is 
unreliable outside of urban areas, and supplier hours of operation are often restricted. 


The effectiveness and quality of vehicle conversion kits remain questionable, considering 
that emissions-testing analysis of converted vehicles sometimes reveals higher emissions 
than those from a gasoline vehicle. As well, the highly sophisticated onboard diagnostic 
computers in new vehicles have severely curtailed the after-market conversion industry’s 
ability to convert engines properly. Therefore, the federal government clearly favours 
factory-produced ATF vehicles, and it is estimated that these vehicles represent 

85 per cent of the ATF vehicles acquired in 2001-02. 


The availability and operating hours of approved warranty service facilities offering 
routine maintenance and repair services for factory-produced or converted ATF vehicles 
are limited, thereby restricting the use of an ATF vehicle in many locations. Also, some 
departments have noted that the limited number of approved warranty service facilities 
has resulted in higher maintenance and repair costs. 
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(a Some jurisdictions still restrict the use of propane vehicles in certain areas; for example, 
in underground parking garages and on some airport tarmacs. 


8. The addition of an ATF tank sometimes affects the operational capabilities of vehicles. 
For example, available cargo space is often reduced. 


9: The price of gasoline and the relatively low average annual kilometres travelled by 
federal vehicles make it less likely that ATF use will be cost-effective. 


3. CONCLUSION 


During the 2001-02 fiscal year, the federal government, through the activities of the federal 
bodies named in schedules I, I.1, and II of the FAA, has fully complied with the requirements of 
the AFA. It should be noted that the federal government has complied with the AFA every year 
since it came into force in April 1997. 


The federal government is committed to continuing to comply with the requirements of the AFA 
and to demonstrating leadership in attaining of all federal environmental objectives. Expanding 
the current use of ATF and ATF vehicles remains a priority with departments and agencies as 
long as the use of such products is cost-effective and operationally feasible for their specific 
requirements. 


The federal government finds that the availability of ATF vehicles and associated ATF 
infrastructure has not yet materialized to the extent first envisaged when the AFA was passed in 
June 1995. To date, the federal government has encountered many obstacles that place practical 
limitations on the use of ATF and ATF vehicles. In time, as these obstacles are overcome, there 
will be greater opportunity to acquire more ATF vehicles for the federal fleet and make greater 
use of alternative fuels across the federal government. 


Expanding the use of ATF and ATF vehicles is but one of many measures taken by the federal 
government to reduce harmful emissions from its fleet. For example, fuel consumption is now a 
criterion in the evaluation of bids for federal vehicles, providing an advantage to fuel-efficient 
vehicles. 


The modernization of the federal fleet, where newer, cleaner, and more fuel-efficient vehicles are 
replacing older technology vehicles, has led to a significant reduction in greenhouse gas (GHG) 
and harmful ground-level emissions. A recent report on the federal fleet commissioned by 
Natural Resources Canada as part of the Federal Vehicles Initiative to measure federal fleet 
energy improvements since 1995-96 provided encouraging findings, which indicated an overall 
reduction in the federal fleet of nearly 40 per cent in emissions levels for pollutants such as total 
hydrocarbons (THC), carbon monoxide (CO), and oxides of nitrogen (NOx). The report also 
notes a 20 per cent reduction in GHG (carbon dioxide) during the same time period. 


6 2001-02 * 


Sound fleet management practices, in accordance with a life cycle approach, complement the 
AFA to ensure that the federal government acquires and operates its vehicles in an 
environmentally responsible manner. 
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APPENDIX 1 — TERMINOLOGY 


The following section provides definitions of the terms frequently used in this Report. 
Motor vehicle 


For the purposes of reporting on the AFA, motor vehicle is defined to include automobiles, 
passenger vans, light- or medium-duty trucks, and buses. 


Alternative transportation fuel 


Under the AFA, alternative transportation fuel, or ATF, must include, but is not limited to, 
ethanol, methanol, propane gas, natural gas, hydrogen, or electricity, and these must be used as a 
sole source of direct propulsion energy. 


For the purpose of acquiring motor vehicles, the Alternative Fuels Regulations expand the 
definition of ATF given above to include blended fuels when an ATF (as defined above) makes 
up at least 50 per cent of the blend. Flex-fuel and bi-fuel vehicles are also considered to be ATF 
vehicles for the purposes of acquiring motor vehicles. Consultations are presently underway to 
determine whether the A/ternative Fuels Regulations can and should be amended to include 
hybrid gasoline-electric vehicles as ATF vehicles for the purposes of the AFA. 


For the purposes of using ATF, the Alternative Fuels Regulations also expand the definition of 


ATF given above to include bio-diesel and blended fuels that include any amount of the 
approved ATF. 


Bi-fuel vehicle 


A bi-fuel vehicle is one with two separate fuel systems that operates on either fuel (e.g., a bi-fuel 
gasoline-propane vehicle can operate on either gasoline or propane). 


Flex-fuel vehicle 
A flex-fuel vehicle is one with a single fuel system that operates on one of two different fuels 


alone or on a blend of the two (e.g., an E85 vehicle can operate on gasoline alone or on any 
blend of gasoline and ethanol to a maximum of 85 per cent ethanol). 


Cost-effective 
A vehicle is considered cost-effective for ATF use if it can be demonstrated that the additional 
cost of either converting a vehicle to use ATF or acquiring a factory-produced ATF vehicle will 


be recovered in the form of fuel savings over the life of the vehicle. 


Where net savings are greater than $1, a vehicle is considered cost-effective for ATF use. 
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Operationally feasible 


ATF use is considered to be operationally feasible when it can be demonstrated that the vehicle 
will be able to fulfill its primary operational tasks. 


The definition of operational feasibility will vary across departments and agencies according to a 
wide range of variables, including the following: the specific travel patterns of each vehicle, the 
mandate of the department or agency, the availability of alternative fuels wherever the vehicle 
will travel, the local laws (or by-laws), the vehicle performance requirements, and the vehicle 
availability or the availability of a suitable conversion kit. 


APPENDIX 2 — NEW VEHICLE ACQUISITIONS 


The table below summarizes the application of the AFA for the 2001-02 fiscal year by 
department and agency. The information reported is the result of consultations with each 


department and agency. 


Departments and agencies included in schedules I, I.1, and II of the FAA but not listed below did 
not acquire any new vehicles during the 2001-02 fiscal year. Nonetheless, they are in 
compliance with the AFA as their required ATF vehicle acquisitions would be nil. 


N 


: Number of. Vehicles 
: vehicles cost-effective 
Department or Agency i for ATF use 


Citizenship and Immigration Canada 


Department of Foreign Affairs and 
International Trade 


Environment Canada 


National Defence 


Public Works and Government Services 
Canada 


Veterans Affairs Canada 
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| Vehicles 
cost-effective Actual 

| and | number 
| operationally of ATF 
| feasible vehicles 


| Vehicles 


cost-effective Actual 
} 


and number 

| Number of Vehicles operationally of ATF 

| vehicles cost-effective feasible vehicles 
Department or Agency for ATF use forATF use —§ acquired 


Atlantic Canada Oppo 


Canadian Radio-television and 
Telecommunications Commission 


National Archives of Canada 
Office of the Auditor General of Canada 


Registrar of the Supreme Court of 
Canada and that portion of the Public 
Service of Canada appointed under 
subsection 12(2) of the 

Supreme Court Act 


Royal Canadian Mounted Police 


| for ATF use 


| Vehicles 
| cost-effective : Actual 
and | number 
Number of Vehicles Pere of ATF 
| vehicles cost-effective feasible | vehicles 


Department or Agency acquired for ATF use : acquired 


National Battlefields Commission 
Parks Canada 


Totals for Schedule Il 


12 2001-02 


APPENDIX 3 — DEFINITIONS OF TABLE HEADINGS 


Department or Agency 
These are all federal government bodies (departments and agencies) named in schedules I, I.1, 


and II of the Financial Administration AFA that made vehicle acquisitions during the 2001-02 
fiscal year. 


Number of vehicles acquired 


This is the total number of vehicles acquired by the departments and agencies during the 2001-02 
fiscal year. 


Vehicles for which ATF is cost-effective 


This is the number of 2001-02 vehicles acquired that are considered to be no more costly to 
operate on alternative fuels in comparison to a conventional fuel. 


Vehicles for which ATF is cost-effective and operationally 
feasible 


This is the number of 2001-02 vehicles acquired that are considered to be no more costly to 


operate on ATF in comparison to a conventional fuel and are able to fulfill their operational roles 
while using ATF. 


Actual number of ATF vehicles acquired 


This is the actual number of 2001—02 vehicles acquired that are capable of operating on ATF. 


75% target — required acquisitions as per the AFA 


This is the total number of 2001—02 vehicles acquired that should be capable of operating on 
ATF in accordance with the Alternative Fuels Act. 


For the 2001-02 fiscal year, the AFA requires that 75 per cent of all those vehicles acquired for 
which ATF is determined to be both cost-effective and operationally feasible should be 
physically capable of operating on ATF. 
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Executive Summary 


Annual Report on the Application of the A/ternative Fuels Act 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report annually 
on the application of the AFA in respect of all federal government bodies (departments and 
agencies) named in schedules I, I.1, and II of the Financial Administration Act (FAA). 


Requirements of the A/ternative Fuels Act 


The AFA requires that, following a seven-year phase-in period, for the fiscal year commencing 
April 1, 2004, where it is cost-effective and operationally feasible, 75 per cent of all automobiles, 
passenger vans, light- and medium-duty trucks, and buses operated by federal government 
departments and agencies use alternative transportation fuels (ATF). 


For the fiscal year that began April 1, 2002, the AFA required that 75 per cent of the portion of 
newly acquired vehicles for which alternative fuels were deemed to be both cost-effective and 
operationally feasible be physically capable of using these. 


The AFA also requires that, when it is cost-effective and operationally feasible, a federal body 
shall use ATF in the operation of any motor vehicle capable of using such fuels, which must 
include ethanol, methanol, propane gas, natural gas, hydrogen, or electricity, and these must be 
used as a source of direct propulsion energy. 


Compliance with the A/ternative Fuels Act 


With regard to the acquisition of ATF vehicles, the federal government, through activities of the 
federal bodies named in schedules I, I.1, and II of the FAA, is in full compliance with the 
requirements of the AFA for the sixth year in a row. 


With regard to the use of ATF, federal organizations have indicated that all vehicles in the 
federal fleet capable of operating on ATF use these fuels to the maximum extent possible. 
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1. Introduction 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report 
annually on the application of the AFA in respect of all federal government bodies (departments 
and agencies) named in schedules I, I.1, and II of the Financial Administration Act (FAA). 


1.1 Alternative Fuels Act 


The AFA received Royal Assent on June 22, 1995, and took effect on April 1, 1997. The purpose 
of the AFA is to accelerate the use in Canada of alternative transportation fuels (ATF) in motor 
vehicles in order to reduce the emission of carbon dioxide and other greenhouse gases (GHG) 
and to reduce dependence on petroleum-based fuels for transportation. The AFA targets the 
federal vehicle fleet and helps make the government a leader in the use of ATF. 


The AFA stipulates that, following a seven-year phase-in period, for the fiscal year commencing 
April 1, 2004, where it is cost-effective and operationally feasible, 75 per cent of all automobiles, 
passenger vans, light- and medium-duty trucks, and buses operated by federal government 
departments and agencies, in the aggregate, use ATF. 


Specifically, the AFA requires that departments and agencies review each new vehicle 
acquisition in terms of its estimated annual fuel consumption and primary operational tasks and 
determine whether using ATF would be both cost-effective and operationally feasible. This has 
been interpreted to mean that, if a new vehicle is less expensive to operate on ATF than on a 
conventional fuel, and the vehicle can fulfil its operational duties, then it is included in the group 
of new acquisitions that are capable of operating on ATF. 


Under the AFA, for the fiscal year that began on April 1, 1997, 50 per cent of that group of 
vehicles had to have been able to operate on ATF. For the fiscal year that began on 

April 1, 1998, the requirement increased to 60 per cent. For the fiscal year that began on 

April 1, 1999, and for every year thereafter, 75 per cent of the viable vehicles must be capable of 
operating on ATF. 


The AFA also requires that, when it is cost-effective and operationally feasible, a federal body 
shall use an ATF in the operation of any motor vehicle capable of operating on such a fuel. 


In July 1995, the Treasury Board of Canada Secretariat revised the Motor Vehicle Policy to 
ensure effective application of the AFA and its regulations and to provide leadership and 
assistance to departments and agencies to help them meet the obligations set forth in the AFA. 


This is the sixth annual report on the application of the Alternative Fuels Act. 
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Section 2 of the Report assesses the federal government’s compliance with the AFA. Section 2.1 
summarizes the application of the AFA in relation to vehicles acquired in the 2002-03 fiscal 
year, and section 2.2 reports on the extent of ATF use in the federal fleet during the 2002-03 
fiscal year. Section 2.3 contains examples of progress in the use of ATF and emissions 
reductions while section 2.4 presents some of the key obstacles to using ATF in the federal fleet. 


Section 3 concludes the report with a discussion of the federal government’s commitment to 
continuing to meet the requirements of the AFA. 


2. Compliance with the Alternative Fuels Act 


Taking into account the acquisition activities of all departments and agencies, the federal 
government reports that it is in full compliance with the AFA. Section 2.1 provides a summary of 
the application of the AFA on a government-wide basis. 


Furthermore, it is reported that all vehicles in the federal fleet capable of operating on ATF use 
these fuels to the greatest extent possible. 


2.1 New vehicle acquisitions 


The table below provides a summary of the application of the AFA on a government-wide basis 
for the 2002-03 fiscal year. This table illustrates that at least 75 per cent of all new vehicle 
acquisitions for which ATF would be cost-effective and operationally feasible are, in fact, 
vehicles that are capable of operating on ATF. (Definitions of the table headings are contained in 
Appendix 3.) 


Total number of Total number of 
Total number vehicles for vehicles for which ATF Actualnumber of 75% target — required 


of vehicles which ATF is is cost-effective and ATF vehicles acquisitions 
acquired cost-effective operationally feasible acquired as per the AFA 


4,004 375 64 489 48 


A summary of the application of the AFA by department and agency is contained in Appendix 2. 


Meeting and exceeding the requirements of the AFA 

The federal government, through the acquisition activities of departments and agencies, has 
surpassed the requirements of the AFA for the 2002-03 fiscal year. This can be attributed to the 
mandate of certain departments and agencies to demonstrate leadership in the use of ATF and to 
increase emphasis in general of the federal government to make its fleet more climate-friendly. 


2 REPORT ON THE APPLICATION OF THE ALTERNATIVE FUELS ACT 2002-03 


From information provided by the departments and agencies and data contained in the Public 
Works and Government Services Canada Vehicle Statistical Information System (VSIS), it is 
estimated that 98 per cent of the ATF vehicles purchased in 2002-03 are factory-produced and 
that 2 per cent are converted after acquisition. These are the best estimates available at the time 
of tabling this report. 


2.2 Use of ATF in the federal fleet 


With respect to the use of any motor vehicle in the federal fleet already capable of operating on 
an alternative fuel, the AFA requires that federal bodies use an alternative fuel to the greatest 
extent possible, where this is cost-effective and operationally feasible. 


The following table summarizes the estimated fuel consumption by fuel type for the 2002-03 
fiscal year for the 18 departments and agencies with the largest fleets.’ 


Approximate 
number Total estimated Average annual 


Fuel type of vehicles annual consumption consumption per vehicle 


Conventional fuels 


Gasoline 
(includes E10 and 
hybrid vehicles)? 21,964 65,496,971 L 2,982 
Diesel 1,097 2,779,518 L 2,534 L 
Alternative fuels 
Natural Gas 298 318,084 Kg 1,067 Kg 
Propane 426 1,125,398 L 2,642 L 
Ethanol 85 Ge 2500211 372 L 
Electric 5 Data not available Data not available 
Total 24,463 


1. These departments and agencies are Agriculture and Agri-Food Canada, Canada Customs and Revenue Agency, Canadian 
Food Inspection Agency, Citizenship and Immigration Canada, Correctional Service Canada, Environment Canada, Fisheries 
and Oceans Canada, Health Canada, Human Resources Development Canada, Indian and Northern Affairs, Industry Canada, 
National Defence, National Research Council Canada, Natural Resources Canada, Parks Canada, Public Works and 
Government Services Canada, Royal Canadian Mounted Police, and Transport Canada. 


2. Gasoline consumption figures include ethanol 10 (E10) because reliable data on total fuel consumption of E10 fuel are not 
available. Sales of this fuel are not always tracked individually in the current reporting systems by either the oil companies or 
the fleet management system contractors. As a result, E10 is tracked as part of the gasoline data. Federal bodies named in 
schedules |, 1.1, and Il of the FAA are endeavouring to use E10 to the greatest extent possible in their gasoline vehicles. Hybrid 
gasoline-electric vehicles have also been included in this section. 
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2.3 Examples of progress in the use of ATF and emissions 
reduction 


The items below highlight the use of ATF and progress in emissions reduction by the federal 
government during the 2002-03 fiscal year: 


1. In November 2002, the Government of Canada announced that it was leading by example in 
taking action to further reduce GHG emissions from its fleet by using more energy-efficient 
vehicles and alternative fuels. For example, E10 fuel is to be purchased whenever available, 
new purchasing criteria have been added to ensure that more climate-friendly vehicles are 
acquired and that, beginning with the 2004 model year, GHG emissions have been added to 
cost and fuel consumption as mandatory criteria When making purchasing decisions. 


2. Agriculture and Agri-Food Canada opened five more ethanol 85 (E85) fuelling stations, 
bringing the total to seven federal E85 stations located across Canada and one commercial 
station located in the National Capital Region. The number of E85 vehicles in the federal 
fleet increased substantially during this fiscal year, from 205 to 673 vehicles. 


3. Agriculture and Agri-Food Canada and Correctional Service Canada acquired 33 and 
4 small, electric-powered vehicles, respectively, to replace fossil fuel—burning pick-up trucks 
and mini-vans. The Supreme Court of Canada also acquired a small, electric-powered 
vehicle. 


4. The introduction in Canada of hybrid gasoline-electric vehicles has been well received by the 
federal government, which finds them to be practical and environmentally friendly. Hybrid 
gasoline-electric vehicles are not considered as ATF vehicles under the AFA and, as such, 
are not included in the “Number of Actual ATF Vehicles Acquired” column in the table in 
section 2.1 of this report. Nevertheless, hybrid gasoline-electric vehicles emit significantly 
less pollutants than conventional gasoline vehicles. The federal government acquired 46 
hybrids during the 2002—03 fiscal year (see table below), and it now operates a total of 132 of 
these fuel-efficient vehicles. 
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Number of hybrid gas-electric 
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Royal Canadian Mounted Police 


Transport Canada 
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2.4 Key obstacles to expanding the use of ATF 


Despite the commitment of the federal government to increase the use of ATF in the federal 
fleet, a number of external factors continue to limit the cost-effectiveness and operational 
feasibility of using ATF vehicles. During the past six fiscal years, the acquisition of 

ATF vehicles and the use of ATF were curtailed by a limited ATF infrastructure across many 
parts of the country and a limited selection and availability of appropriate ATF vehicles from 
manufacturers. 


The items below summarize some of the key obstacles. 


1. During the 2002-03 fiscal year, there continued to be a limited supply of factory-produced 
ATF vehicles, compared to the number of gasoline models, suitable 
for federal government operations. Vehicle manufacturers are still not producing 
ATF vehicles in the numbers originally anticipated, and the availability of ATF vehicles in 
Canada remains limited, as it is dictated largely by the production needs of the bigger 
US marketplace. 
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2. Compared to similar classes of gasoline vehicles, premiums for the acquisition of 
factory-produced ATF vehicles range from $3,085 to $14,431 for propane and natural gas 
vehicles and from $159 to $2,876 for E85 vehicles. The cost of after-market conversion kits 
ranges from $4,095 to $5,695 for propane and natural gas applications. These factors, 
combined with the price of gasoline and the relatively low average annual kilometres 
travelled by federal vehicles, make it less likely that ATF use will be cost-effective. It is 
generally the case that the lower-priced kits incorporate earlier, less-advanced technology, 
while the higher-priced ones reflect newer, cleaner technology. 


3. The effectiveness and quality of vehicle conversion kits remain questionable, considering 
that emissions-testing analysis of converted vehicles sometimes reveals higher emissions 
than those from a gasoline vehicle. As well, the highly sophisticated onboard diagnostic 
computers in new vehicles have severely curtailed the after-market conversion industry’s 
ability to convert engines properly. The federal government therefore clearly favours 
factory-produced ATF vehicles and, as a result, it is estimated that these vehicles represent 
98 per cent of the ATF vehicles acquired in 2002-03. 


4. The natural gas and propane infrastructure is still limited; supply of these fuel types is 
unreliable outside of urban areas, and supplier hours of operation are often restricted. During 
the 2002-03 fiscal year, E85 was only available commercially at one station, located in the 
National Capital Region. Federal departments are installing E85 fuelling tanks on 
government sites in order to expand the use and availability of this ATF. 


5. The availability and operating hours of approved warranty service facilities offering routine 
maintenance and repair services for factory-produced or converted ATF vehicles are limited, 
thereby restricting the use of an ATF vehicle in many locations. Some departments have also 
noted that the limited number of approved warranty service facilities has resulted in higher 
maintenance and repair costs. 


6. Some jurisdictions still restrict the use of propane vehicles in certain areas; for example, in 
underground parking garages and on some airport tarmacs. 


7. The addition of an ATF tank sometimes affects the operational capabilities of vehicles. For 
example, available cargo space is often reduced. 


3. Conclusion 


During the 2002-03 fiscal year, the federal government, through the activities of the federal 
bodies named in schedules I, I.1, and II of the FAA, has fully complied with the requirements of 
the AFA. It should be noted that the federal government has complied with the AFA every year 
since it came into force in April 1997. 
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The federal government is committed to continuing to comply with the requirements of the AFA 
and to demonstrating leadership in attaining all federal environmental objectives. Expanding the 
current use of ATF and ATF vehicles remains a priority with departments and agencies as long 
as the use of such products is cost-effective and operationally feasible for their specific 
requirements. 


The federal government finds that the availability of ATF vehicles and associated ATF 
infrastructure has not yet materialized to the extent first envisaged when the AFA was passed in 
June 1995. To date, the federal government has encountered many obstacles that place practical 
limitations on the use of ATF and ATF vehicles. In time, as these obstacles are overcome, there 
will be greater opportunity to acquire more ATF vehicles for the federal fleet and make greater 
use of alternative fuels across the federal government. 


Expanding the use of ATF and ATF vehicles is but one of many measures taken by the federal 
government to reduce harmful emissions from its fleet. For example, fuel consumption is now a 
criterion in the evaluation of bids for federal vehicles, providing an advantage to fuel-efficient 
vehicles, and beginning in the 2004 model year, GHG emissions will be added to the evaluation 
criteria. 


The modernization of the federal fleet, where newer, cleaner, and more fuel-efficient vehicles are 
replacing older technology vehicles, has led to a significant reduction in GHG and harmful 
ground-level emissions. A recent report on the federal fleet commissioned by Natural Resources 
Canada as part of the Federal Vehicles Initiative to measure federal fleet energy improvements 
since 1995—96 provided encouraging findings, which indicated an overall reduction in the federal 
fleet of over 30 per cent in emissions levels for pollutants such as total hydrocarbons, carbon 
monoxide, and nitrogen oxides. The report also notes a 7 per cent reduction in tailpipe GHG 
(carbon dioxide) emissions during the same time period. 


Sound fleet management practices, in accordance with a life-cycle approach, complement the 
AFA to ensure that the federal government acquires and operates its vehicles in an 
environmentally responsible manner. 
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Appendix 1: Terminology 


The following section provides definitions of the terms frequently used in this report. 


Motor vehicle 


For the purposes of reporting on the AFA, motor vehicle is defined to include automobiles, 
passenger vans, light- or medium-duty trucks, and buses. 


Alternative transportation fuel 


Under the AFA, alternative transportation fuel, or ATF, must include, but is not limited to, 
ethanol, methanol, propane gas, natural gas, hydrogen, or electricity, and these must be used as a 
sole source of direct propulsion energy. 


For the purpose of acquiring motor vehicles, the Alternative Fuels Regulations expand the 
definition of ATF given above to include blended fuels when an ATF (as defined above) makes 
up at least 50 per cent of the blend. Flex-fuel and bi-fuel vehicles are also considered to be 
ATF vehicles for the purposes of acquiring motor vehicles. 


For the purposes of using ATF, the Alternative Fuels Regulations also expand the definition of 
ATF given above to include bio-diesel and blended fuels that include any amount of the 
approved ATF. 


Bi-fuel vehicle 

A bi-fuel vehicle is one with two separate fuel systems that operates on either fuel (e.g. a bi-fuel 
gasoline-propane vehicle can operate on either gasoline or propane). 

Flex-fuel vehicle 

A flex-fuel vehicle is one with a single fuel system that operates on one of two different fuels 
alone or on a blend of the two (e.g. an E85 vehicle can operate on gasoline alone or on any blend 
of gasoline and ethanol to a maximum of 85 per cent ethanol). 

Cost-effective 


A vehicle is considered cost-effective for ATF use if it can be demonstrated that the additional 
cost of either converting a vehicle to use ATF or acquiring a factory-produced ATF vehicle will 
be recovered in the form of fuel savings over the life of the vehicle. 


Where net savings are greater than $1, a vehicle is considered cost-effective for ATF use. 


ANNUAL REPORT TO PARLIAMENT 9 


Operationally feasible 


ATF use is considered to be operationally feasible when it can be demonstrated that the vehicle 
will be able to fulfill its primary operational tasks. 


The definition of operational feasibility will vary across departments and agencies according to a 
wide range of variables, including the following: the specific travel patterns of each vehicle, the 
mandate of the department or agency, the availability of alternative fuels wherever the vehicle 
will travel, the local laws (or by-laws), the vehicle performance requirements, and the vehicle 
availability or the availability of a suitable conversion kit. 
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Appendix 2: New Vehicle Acquisitions 


The table below summarizes the application of the AFA for the 2002-03 fiscal year by 
department or agency. The information reported is the result of consultations with each 
department and agency. 


Departments and agencies included in schedules I, I.1, and II of the FAA but not listed below 
did not acquire any new vehicles during the 2002-03 fiscal year. Nonetheless, they are in 
compliance with the AFA as their required ATF vehicle acquisitions would be zero. 


Vehicles 
cost-effective Actual 
and number 
Number of Vehicles operationally: of ATF 
vehicles cost-effective feasible vehicles 
Department or Agency acquired for ATF use for ATF use acquired 
SCHEDULE 1 
Agriculture and Agri-Food Canada 126 10 10 112 
Canadian Heritage 38 0 0 0 
Citizenship and Immigration Canada 26 8 0 
Department of Finance Canada 1 0 0 0 
Department of Foreign Affairs and 
International Trade 5 6) 0 
Department of Justice Canada 4 0 0 0 
Environment Canada 55 26 14 12 
Fisheries and Oceans Canada 130 24 0 4 
Health Canada 104 19 7 10 
Human Resources Development Canada 1 0 0 0 
Indian and Northern Affairs Canada 20 1 1 5 
Industry Canada 58 0 0 
National Defence 924 3 0 15 
Natural Resources Canada 49 0 0 22 
Public Works and Government Services 
Canada 15 1 1 2 
Solicitor General of Canada 1 0 0 (0) 
Transport Canada 74 1 1 18 
Treasury Board 0 0 
Veterans Affairs Canada 6) 0 
Western Economic Diversification 
Canada 2 0 0 0 
Totals for Schedule | 1,599 93 34 209 
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Vehicles Actual 


cost-effective number 
Number of Vehicles and operationally of ATF 

vehicles cost-effective feasible vehicles 
Department or Agency acquired for ATF use for ATF use acquired 
SCHEDULE 1.1 
Atlantic Canada Opportunities Agency 4 0 0 0 
Canada Economic Development for 
Quebec Regions 1 0 0 0 
Canadian Grain Commission 1 0 0 0 
Canadian International Development 
Agency 1 0 0 
Canadian Space Agency 1 0 0 
Correctional Service Canada 110 20 18 31 
National Archives of Canada 2 1 1 1 
National Energy Board =” 1 0 0 0 
National Parole Board 3 0 0 1 
Offices of the Information and Privacy — 
Commissioners 1 0 0 0 
Privy Council Office 1 


Registrar of the Supreme Court of 
Canada and that portion of the Public 
Service of Canada appointed under 
subsection 12(2) of the 


Supreme Court Act 1 0 0 0 
Registry of the Federal Court of Canada &) 0 0 1 
Royal Canadian Mounted Police 1,830 240 4 114 
Statistics Canada 1 0 0 0 
The Office of Critical Infrastructure 

Protection and Emergency 

Preparedness 5 4 0 0 
Totals for Schedule 1.1 1,966 265 eo 148 
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Department or Agency 


Vehicles 
cost-effective Actual 
Number and number 


of Vehicles operationally of ATF 
vehicles cost-effective feasible vehicles 
acquired for ATF use for ATF use acquired 


SCHEDULE Il 

Canada Customs and Revenue Agency 
Canadian Food Inspection Agency 
Canadian Nuclear Safety Commission 
National Research Council Canada 
Parks Canada 

Transportation Safety Board of Canada 
Totals for Schedule II 


Total for all Schedules 


113 5 4 9 
243 0 0 121 
4 0 0 0 

11 1 1 0 

61 11 2 2 

7 0 0 0 

439 17 i, 132 
4,004 375 64 489 
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Appendix 3: Definitions of Table Headings 


Department or Agency 


These are all federal government bodies (departments and agencies) named in schedules I, I.1, 
and II of the Financial Administration Act that made vehicle acquisitions during the 
2002-03 fiscal year. 


Number of vehicles acquired 


This is the total number of vehicles acquired by the departments and agencies during the 
2002-03 fiscal year. 


Vehicles for which ATF is cost-effective 


This is the number of vehicles acquired in 2002-03 that are considered to be no more costly to 
operate on alternative fuels than on a conventional fuel. 


Vehicles for which ATF is cost-effective and operationally feasible 


This is the number of vehicles acquired in 2002-03 that are considered to be no more costly to 
operate on ATF than on a conventional fuel and are able to fulfill their operational roles while 
using ATF. 


Actual number of ATF vehicles acquired 
This is the actual number of vehicles acquired in 2002-03 that are capable of operating on ATF. 


75% target — required acquisitions as per the AFA 
This is the total number of vehicles acquired in 2002-03 that should be capable of operating on 
ATF in accordance with the A/ternative Fuels Act. 


For the 2002-03 fiscal year, the AFA requires that 75 per cent of all those vehicles acquired for 
which ATF is determined to be both cost-effective and operationally feasible should be 
physically capable of operating on ATF. 
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Executive Summary 


Annual Report on the Application of the Alternative Fuels Act 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report annually 
on the application of the AFA in respect of all federal government bodies (departments and 
agencies) named in schedules I, I.1, and II of the Financial Administration Act (FAA). 


Requirements of the A/ternative Fuels Act 


The AFA requires that, following a seven-year phase-in period, for the fiscal year commencing 
April 1, 2004, where it is cost-effective and operationally feasible, 75 per cent of all automobiles, 
passenger vans, light- and medium-duty trucks, and buses operated by federal government 
departments and agencies use alternative transportation fuels (ATF). 


For the fiscal year that began April 1, 2002, the AFA required that 75 per cent of the portion of 
newly acquired vehicles for which alternative fuels were deemed to be both cost-effective and 
operationally feasible be physically capable of using these. 


The AFA also requires that, when it is cost-effective and operationally feasible, a federal body 
shall use ATF in the operation of any motor vehicle capable of using such fuels, which must 
include ethanol, methanol, propane gas, natural gas, hydrogen, or electricity, and these must be 
used as a source of direct propulsion energy. 


Compliance with the A/ternative Fuels Act 


With regard to the acquisition of ATF vehicles, the federal government, through activities of the 
federal bodies named in schedules I, I.1, and II of the FAA, is in full compliance with the 
requirements of the AFA for the seventh year in a row. 


With regard to the use of ATF, federal organizations have indicated that all vehicles in the 
federal fleet capable of operating on ATF use these to the maximum extent possible. 
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LAMMINETOdUCtION 


The Alternative Fuels Act (AF A) requires the President of the Treasury Board to report 
annually on the application of the AFA in respect of all federal government bodies (departments 
and agencies) named in schedules I, I.1, and II of the Financial Administration Act (FAA). 


1.1 Alternative Fuels Act 


The AFA received Royal Assent on June 22, 1995, and took effect on April 1, 1997. The purpose 
of the AFA is to accelerate the use in Canada of alternative transportation fuels (ATF) in motor 
vehicles in order to reduce the emission of carbon dioxide and other greenhouse gases (GHG) 
and to reduce dependence on petroleum-based fuels for transportation. The AFA targets the 
federal vehicle fleet and helps make the government a leader in the use of ATF. 


The AFA stipulates that, following a seven-year phase-in period, for the fiscal year commencing 
April 1, 2004, where it is cost-effective and operationally feasible, 75 per cent of all automobiles, 
passenger vans, light- and medium-duty trucks, and buses operated by federal government 
departments and agencies, in the aggregate, use ATF. 


Specifically, the AFA requires that departments and agencies review each new vehicle 
acquisition in terms of its estimated annual fuel consumption and primary operational tasks and 
determine whether using ATF would be both cost-effective and operationally feasible. This has 
been interpreted to mean that, if a new vehicle is less expensive to operate on ATF than on a 
conventional fuel, and the vehicle can fulfil its operational duties, then it is included in the group 
of new acquisitions that are capable of operating on ATF. 


Under the AFA, for the fiscal year that began on April 1, 1997, 50 per cent of that group of 
vehicles had to have been able to operate on ATF. For the fiscal year that began on 

April 1, 1998, the requirement increased to 60 per cent. For the fiscal year that began on 

April 1, 1999, and for every year thereafter, 75 per cent of the viable vehicles must be capable of 
operating on ATF. 


The AFA also requires that, when it is cost-effective and operationally feasible, a federal body 
shall use an ATF in the operation of any motor vehicle capable of operating on such a fuel. 


In July 1995, the Treasury Board of Canada Secretariat revised the Motor Vehicle Policy to 
ensure effective application of the AFA and its regulations and to provide leadership and 
assistance to departments and agencies to help them meet the obligations set forth in the AFA. 


This is the seventh annual report on the application of the Alternative Fuels Act. 
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Section 2 of the Report assesses the federal government’s compliance with the AFA. Section 2.1 
summarizes the application of the AFA in relation to vehicles acquired in the 2003—04 fiscal 
year, and section 2.2 reports on the extent of ATF use in the federal fleet during the 2003-04 


fiscal year. Section 2.3 contains examples of progress in the use of ATF and emissions 
reductions, while section 2.4 presents some of the key obstacles to using ATF in the federal fleet. 


Section 3 concludes the report with a discussion of the federal government’s commitment to 
continuing to meet the requirements of the AFA. 


2. Compliance with the A/ternative Fuels Act 


Taking into account the acquisition activities of all departments and agencies, the federal 
government reports that it is in full compliance with the AFA. Section 2.1 provides a summary of 
the application of the AFA on a government-wide basis. 


Furthermore, it is reported that all vehicles in the federal fleet capable of operating on ATF use 
these fuels to the greatest extent possible. 


2.1 New vehicle acquisitions 


The table below provides a summary of the application of the AFA on a government-wide basis 
for the 2003-04 fiscal year. This table illustrates that at least 75 per cent of all new vehicle 
acquisitions for which ATF would be cost-effective and operationally feasible are, in fact, 
vehicles that are capable of operating on ATF. (Definitions of the table headings are contained in 
Appendix 3.) 


Total number of 
Total number of vehicles for which 


Total number vehicles for ATF is cost-effective  Actual number of 75% target — 
of vehicles which ATF is and operationally ATF vehicles required acquisitions 
acquired cost-effective feasible acquired as per the AFA 


3,431 353 144 293 108 


A summary of the application of the AFA by department and agency is contained in Appendix 2. 


Meeting and exceeding the requirements of the AFA 

The federal government, through the acquisition activities of departments and agencies, has 
surpassed the requirements of the AFA for the 2003—04 fiscal year. This can be attributed to the 
mandate of certain departments and agencies to demonstrate leadership in the use of ATF and to 
increase emphasis in general of the federal government to make its fleet more climate-friendly. 
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From information provided by the departments and agencies and data contained in the Public 
Works and Government Services Canada Vehicle Statistical Information System (VSIS), it is 
estimated that all the ATF vehicles purchased in 2003-04 are factory-produced. These are the 
best estimates available at the time of tabling this report. 


2.2 Use of ATF in the federal fleet 


With respect to the use of any motor vehicle in the federal fleet already capable of operating on 
an alternative fuel, the AFA requires that federal bodies use an alternative fuel to the greatest 
extent possible, where this is cost-effective and operationally feasible. 


The following table summarizes the estimated fuel consumption by fuel type for the 2003-04 
fiscal year for the departments and agencies with the largest fleets.’ 


Approximate | Average annual 


number Total estimated consumption per 
Fuel type of vehicles annual consumption vehicle 


Conventional fuels 


Gasoline 

(includes hybrid vehicles) 22,986 69,166,580 L 32031 
E10 gasoline 4,449 836L 

Diesel 1,608 10,681,209 L 1,978 L 


Alternative fuels 


Natural gas 340 261,458 kg 769 kg 
Propane 413 867,116 L 2,100 L 
Ethanol 85 882 196,276 L 229 
Electric Data not Data not 

4 available available 
Total 26,233 


' These departments and agencies are Agriculture and Agri-Food Canada, Canada Revenue Agency, Canada Border Services 
Agency, Canadian Food Inspection Agency, Citizenship and Immigration Canada, Correctional Service of Canada, Environment 
Canada, Fisheries and Oceans Canada, Health Canada, Human Resources and Skills Development Canada, Social Development 
Canada, Indian and Northern Affairs Canada, Industry Canada, National Defence, National Research Council Canada, Natural 
Resources Canada, Parks Canada, Public Works and Government Services Canada, Royal Canadian Mounted Police, and 
Transport Canada. 
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2.3 Examples of progress in the use of ATF and emissions 
reduction 


The items below highlight the use of ATF and progress in emissions reduction by the federal 
government during the 2003-04 fiscal year: 


1. In November 2002, the Government of Canada announced that it was leading by example in 
taking action to further reduce GHG emissions from its fleet by using more energy-efficient 
vehicles and alternative fuels. For example, E10 fuel is to be purchased whenever available 
and new purchasing criteria have been added to ensure that more climate-friendly vehicles 
are acquired and that, beginning with the 2004 model year, GHG emissions have been added 
to cost and fuel consumption as mandatory criteria when making purchasing decisions. 


2. The total number of federal E85 stations across Canada rose from seven to thirteen during the 
2003-04 fiscal year. Agriculture and Agri-Food Canada and Correctional Service of Canada 
each operated six ethanol 85 (E85) fuelling stations, and Natural Resources Canada operated 
one. The number of E85 vehicles in the federal fleet increased during this fiscal year, to a 
total of 882 vehicles. 


3. The introduction in Canada of hybrid gasoline-electric vehicles has been well received by the 
federal government, which finds them to be practical and environmentally friendly. Hybrid 
gasoline-electric vehicles are not considered as ATF vehicles under the AFA and, as such, 
are not included in the “Number of Actual ATF Vehicles Acquired” column in the table in 
section 2.1 of this report. Nevertheless, hybrid gasoline-electric vehicles emit significantly 
less pollutants than conventional gasoline vehicles. The federal government acquired 
84 hybrids during the 2003—04 fiscal year (see table below), and it now operates a total of 
216 of these fuel-efficient vehicles. 
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Number of hybrid 


gas-electric 
vehicles acquired 
Department/ Agency in 2003—04 
Atlantic Canada Opportunities Agency 3 
Canada Customs and Revenue Agency 5 
Citizenship and Immigration Canada 1 
Correctional Service of Canada 9 
Department of Fisheries and Oceans 1 
Human Resources Development Canada” 43 
Economic Development Agency of Canada for the Regions of Quebec 2 
Environment Canada 8 
Health Canada 6 
Indian and Northern Affairs Canada 2 
Industry Canada 7 
National Defence 6 
National Research Council Canada 1 
Natural Resources Canada 3 
Parks Canada Agency 3 
Public Works and Government Services Canada 7 
Royal Canadian Mounted Police 10 
Transport Canada Z 


Total 84 


2.4 Key obstacles to expanding the use of ATF 


Despite the commitment of the federal government to increase the use of ATF in the federal 
fleet, a number of external factors continue to limit the cost-effectiveness and operational 
feasibility of using ATF vehicles. During the past seven fiscal years, the acquisition of 

ATF vehicles and the use of ATF were curtailed by a limited ATF infrastructure across many 
parts of the country and a limited selection and availability of appropriate ATF vehicles from 
manufacturers. 


On December 12, 2003, Canada Customs and Revenue Agency was divided into Canada Border Services 
Agency and Canada Revenue Agency. 


On December 12, 2003, Human Resources Development Canada was divided into Human Resources and Skills 
Development Canada and Social Development Canada. 
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The items below summarize some of the key obstacles. 


if 


During the 2003—04 fiscal year, there continued to be a limited supply of factory-produced 
ATF vehicles, compared to the number of gasoline models, suitable for federal government 
operations. For example, propane vehicles are no longer produced, and natural gas vehicles 
are available only in classes that only a small number of federal organizations require. 
Vehicle manufacturers are still not producing ATF vehicles in the numbers originally 
anticipated, and the availability of ATF vehicles in Canada still remains limited, as it is 
dictated largely by the production needs of the bigger US marketplace. 


Compared to similar classes of gasoline vehicles, premiums for the acquisition of 
factory-produced ATF vehicles range from $2,466 to $13,881 for propane and natural gas 
vehicles and up to $3,799 for E85 vehicles. The cost of after-market conversion kits ranges 
from $4,550 to $5,950 for propane and natural gas applications. These factors, combined 
with the price of gasoline and the relatively low average annual kilometres travelled by 
federal vehicles, make it less likely that ATF use will be cost-effective. 


The effectiveness and quality of vehicle conversion kits remain questionable, considering 
that emissions-testing analysis of converted vehicles sometimes reveals higher emissions 
than those from a gasoline vehicle. The highly sophisticated on-board diagnostic computers 
in new vehicles have severely curtailed the after-market conversion industry’s ability to 
convert engines properly, and only a limited number of authorized conversion service centres 
were available in 2003—04 (20 locations in three provinces). The federal government 
therefore clearly favours factory-produced ATF vehicles and, as a result, 100 per cent of the 
ATF vehicles acquired in 2003-04 were in fact, factory-produced. 


The natural gas and propane infrastructure is still limited; supply of these fuel types is 
unreliable outside of urban areas, and supplier hours of operation are often restricted. During 
the 2003—04 fiscal year, E85 was not available commercially, and federal departments are 
installing E85 fuelling tanks on government sites in order to expand the use and availability 
of this ATF. 


The availability and operating hours of approved warranty service facilities offering routine 
maintenance and repair services for factory-produced or converted ATF vehicles are limited, 
thereby restricting the use of an ATF vehicle in many locations. Some departments have also 
noted that the limited number of approved warranty service facilities has resulted in higher 
maintenance and repair costs. 


Some jurisdictions still restrict the use of propane vehicles in certain areas; for example, in 
underground parking garages and on some airport tarmacs. 


The addition of an ATF tank sometimes affects the operational capabilities of vehicles. For 
example, available cargo space is often reduced. 
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3. Conclusion 


During the 2003-04 fiscal year, the federal government, through the activities of the federal 
bodies named in schedules I, I.1, and II of the FAA, has fully complied with the requirements of 
the AFA. It should be noted that the federal government has complied with the AFA every year 
since it came into force in April 1997. 


The federal government is committed to continuing to comply with the requirements of the AFA 
and to demonstrating leadership in attaining all federal environmental objectives. Expanding the 
current use of ATF and ATF vehicles remains a priority with departments and agencies as long 
as the use of such products is cost-effective and operationally feasible for their specific 
requirements. 


The federal government finds that the availability of ATF vehicles and associated ATF 
infrastructure has not yet materialized to the extent first envisaged when the AFA was passed in 
June 1995. To date, the federal government has encountered many obstacles that place practical 
limitations on the use of ATF and ATF vehicles. In time, as these obstacles are overcome, there 
will be greater opportunity to acquire more ATF vehicles for the federal fleet and make greater 
use of alternative fuels across the federal government. 


Expanding the use of ATF and ATF vehicles is but one of many measures taken by the federal 
government to reduce harmful emissions from its fleet. For example, fuel consumption and GHG 
emissions are included in the evaluation criteria of bids for federal vehicles, providing an 
advantage to fuel-efficient vehicles. 


The modernization of the federal fleet, where newer, cleaner, and more fuel-efficient vehicles are 
replacing older technology vehicles, has led to a significant reduction in GHG and harmful 
ground-level emissions. A recent report on the federal fleet commissioned by Natural Resources 
Canada as part of the Federal Vehicles Initiative to measure federal fleet energy improvements 
since 1995—96 provided encouraging findings, which indicated an overall reduction in the federal 
fleet of over 35 per cent in emissions levels for pollutants such as total hydrocarbons, carbon 
monoxide, and nitrogen oxides. The report also notes an 11 per cent reduction in tailpipe GHG 
(carbon dioxide) emissions during the same time period. 


Sound fleet management practices, in accordance with a life-cycle approach, complement the 
AFA to ensure that the federal government acquires and operates its vehicles in an 
environmentally responsible manner. 
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Appendix 1: Terminology 


The following section provides definitions of the terms frequently used in this report. 


Motor vehicle 


For the purposes of reporting on the AFA, motor vehicle is defined to include automobiles, 
passenger vans, light- or medium-duty trucks, and buses. 


Alternative transportation fuel 


Under the AFA, alternative transportation fuel, or ATF, must include, but is not limited to, 
ethanol, methanol, propane gas, natural gas, hydrogen, or electricity, and these must be used as a 
sole source of direct propulsion energy. 


For the purpose of acquiring motor vehicles, the Alternative Fuels Regulations expand the 
definition of ATF given above to include blended fuels when an ATF (as defined above) makes 
up at least 50 per cent of the blend. Flex-fuel and bi-fuel vehicles are also considered to be 
ATF vehicles for the purposes of acquiring motor vehicles. 


For the purposes of using ATF, the Alternative Fuels Regulations also expand the definition of 
ATF given above to include bio-diesel and blended fuels that include any amount of the 
approved ATF. 


Bi-fuel vehicle 

A bi-fuel vehicle is one with two separate fuel systems that operates on either fuel (e.g. a bi-fuel 
gasoline-propane vehicle can operate on either gasoline or propane). 

Flex-fuel vehicle 

A flex-fuel vehicle is one with a single fuel system that operates on one of two different fuels 
alone or on a blend of the two (e.g. an E85 vehicle can operate on gasoline alone or on any blend 
of gasoline and ethanol to a maximum of 85 per cent ethanol). 

Cost-effective 


A vehicle is considered cost-effective for ATF use if it can be demonstrated that the additional 
cost of either converting a vehicle to use ATF or acquiring a factory-produced ATF vehicle will 
be recovered in the form of fuel savings over the life of the vehicle. 


Where net savings are greater than $1, a vehicle is considered cost-effective for ATF use. 
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Operationally feasible 


ATF use is considered to be operationally feasible when it can be demonstrated that the vehicle 
will be able to fulfill its primary operational tasks. | 


The definition of operational feasibility will vary across departments and agencies according to a 
wide range of variables, including the following: the specific travel patterns of each vehicle, the 
mandate of the department or agency, the availability of alternative fuels wherever the vehicle 
will travel, the local laws (or by-laws), the vehicle performance requirements, and the vehicle 
availability or the availability of a suitable conversion kit. 
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Appendix 2: New Vehicle Acquisitions 


The table below summarizes the application of the AFA for the 2003-04 fiscal year by 
department or agency. The information reported is the result of consultations with each 
department and agency. 


Departments and agencies included in schedules I, I.1, and II of the FAA but not listed below 
did not acquire any new vehicles during the 2003-04 fiscal year. Nonetheless, they are in 
compliance with the AFA, as their required ATF vehicle acquisitions would be zero. 


Vehicles Actual 
cost-effective and number 
Number of Vehicles operationally of ATF 

vehicles __ cost-effective feasible vehicles 
Department or Agency acquired for ATF use for ATF use acquired 
SCHEDULE 1 
Agriculture and Agri-Food Canada 98 55 Pale 13 
Citizenship and Immigration Canada 16 3 2 4 
Department of Foreign Affairs 
and International Trade 1 0 0 1 
Environment Canada 85 17 2 5 
Fisheries and Oceans Canada 100 15 if 5 
Health Canada 88 9 3 4 
Human Resources Development Canada“ 24 1 0 2 
Indian and Northern Affairs Canada 14 1 0 6 
Industry Canada 30 2 1 3) 
National Defence 682 18 0 0 
Natural Resources Canada 21 5 2 7 
Public Works and Government Services 
Canada 35 1 0 10 
Public Safety and Emergency 
Preparedness Canada 1 0 0 0 
Transport Canada 26 2 1 9 
Veterans Affairs Canada 5 0 0 5 
Western Economic Diversification Canada 1 0 0 0 
Totals for Schedule | 1,227 129 45 136 


* On December 12, 2003, Human Resources Development Canada was divided into Human Resources and Skills 


Development Canada and Social Development Canada. 
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Vehicles 
cost-effective Actual number 


Number of Vehicles and operationally of ATF 
vehicles cost-effective feasible vehicles 


Department or Agency acquired for ATF use for ATF use acquired 
SCHEDULE 1.1 | 

Atlantic Canada Opportunities Agency 4 0 0 0 
Canada Economic Development for : 

Quebec Regions _ 3 0 0 0 
Canadian Grain Commission 1 

Canadian Radio-television and 

Telecommunications Commission 1 1 0 0 
Correctional Service of Canada 164 32 21 30 
National Parole Board 2 0 0 0 
Office of the Chief Electoral Officer 1 
Public Service Commission 1 0 0 0 


Registrar of the Supreme Court of 
Canada and that portion of the Public 
Service of Canada appointed under 
subsection 12(2) of the 


Supreme Court Act 1 0 0 0 
Royal Canadian Mounted Police 1769 166 62 69 
Statistics Canada 1 0 0 0 
Totals for Schedule 1.1 1,948 199 89 99 


ANNUAL REPORT TO PARLIAMENT 11 


Vehicles Actual 
cost-effective and number 


Number of Vehicles operationally of ATF 

vehicles cost-effective feasible vehicles 
Department or Agency acquired for ATF use for ATF use acquired 
SCHEDULE Il 
Canada Customs and Revenue Agency” 54 11 6 13 
Canadian Centre for Management 
Development 1 0 0 0 
Canadian Food Inspection Agency 109 0 40 
National Research Council Canada 8 0 0 0 
Parks Canada 80 14 4 4 
Transportation Safety Board of Canada 4 0 0 1 
Totals for Schedule Il 256 29 10 58 
Total for all Schedules 3,431 353 144 293 


© On December 12, 2003, Canada Customs and Revenue Agency was divided into Canada Border Services 


Agency and Canada Revenue Agency. 
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Appendix 3: Definitions of Table Headings 


Department or Agency 


These are all federal government bodies (departments and agencies) named in schedules I, I.1, 
and II of the Financial Administration Act that made vehicle acquisitions during the 
2003-04 fiscal year. 


Number of vehicles acquired 


This is the total number of vehicles acquired by the departments and agencies during the 
2003-04 fiscal year. 


Vehicles for which ATF is cost-effective 


This is the number of vehicles acquired in 2003-04 that are considered to be no more costly to 
operate on alternative fuels than on a conventional fuel. 


Vehicles for which ATF is cost-effective and operationally feasible 


This is the number of vehicles acquired in 2003—04 that are considered to be no more costly to 
operate on ATF than on a conventional fuel and are able to fulfill their operational roles while 
using ATF. 


Actual number of ATF vehicles acquired 
This is the actual number of vehicles acquired in 2003—04 that are capable of operating on ATF. 


75% target — required acquisitions as per the AFA 


This is the total number of vehicles acquired in 2003—04 that should be capable of operating on 
ATF in accordance with the Alternative Fuels Act. 


For the 2003-04 fiscal year, the AFA requires that 75 per cent of all those vehicles acquired for 
which ATF is determined to be both cost-effective and operationally feasible should be 
physically capable of operating on ATF. 
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Act, for the fiscal year 2004—05, pursuant to the A/ternative Fuels Act. 
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Executive Summary 


Annual Report on the Application of the Alternative Fuels Act 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report annually 
on the application of the AFA in respect of all federal government bodies (departments and 
agencies) named in schedules I, I.1, and II of the Financial Administration Act (FAA). 


Requirements of the A/ternative Fuels Act 


The AFA requires that, following a seven-year phase-in period, for the fiscal year commencing 
April 1, 2004, where it 1s cost-effective and operationally feasible, 75 per cent of all automobiles, 
passenger vans, light- and medium-duty trucks, and buses operated by federal departments and 
agencies use alternative transportation fuels (ATF). 


For the fiscal year that began April 1, 2002, the AFA required that 75 per cent of the portion of 
newly acquired vehicles for which alternative fuels were deemed to be both cost-effective and 
operationally feasible be physically capable of using these. 


The AFA also requires that, when it 1s cost-effective and operationally feasible, a federal body 
shall use ATF in the operation of any motor vehicle capable of using such fuels, which must 
include ethanol, methanol, propane gas, natural gas, hydrogen, or electricity, and these must be 
used as a source of direct propulsion energy. 


Compliance with the A/ternative Fuels Act 


With regard to the acquisition of ATF vehicles, the federal government, through activities of the 
federal bodies named in schedules I, I.1, and IT of the FAA, is in full compliance with — and in 
fact has surpassed — the requirements of the AFA for the eighth consecutive year. 


With regard to the use of ATF, federal organizations have indicated that all vehicles in the 
federal fleet capable of operating on ATF use these to the maximum extent possible. 
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lmeintrodtiction 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report 
annually on the application of the AFA in respect of all federal bodies (departments and 
agencies) named in schedules I, I.1, and IT of the Financial Administration Act (FAA). 


1.1 Alternative Fuels Act 


The AFA received Royal Assent on June 22, 1995, and took effect on April 1, 1997. The purpose 
of the AFA is to accelerate the use 1n Canada of alternative transportation fuels (ATF) in motor 
vehicles in order to reduce the emission of carbon dioxide and other greenhouse gases (GHG) 
and to reduce dependence on petroleum-based fuels for transportation. The AFA targets the 
federal vehicle fleet and helps make the government a leader in the use of ATF. 


The AFA stipulates that, following a seven-year phase-in period, for the fiscal year commencing 
April 1, 2004, where it is cost-effective and operationally feasible, 75 per cent of all automobiles, 
passenger vans, light- and medium-duty trucks, and buses operated by federal departments and 
agencies, in the aggregate, use ATF. 


Specifically, the AFA requires that departments and agencies review each new vehicle 
acquisition in terms of its estimated annual fuel consumption and primary operational tasks and 
determine whether using ATF would be both cost-effective and operationally feasible. This has 
been interpreted to mean that, if a new vehicle is less expensive to operate on ATF than on a 
conventional fuel, and the vehicle can fulfil its operational duties, then it is included in the group 
of new acquisitions that are capable of operating on ATF. 


Under the AFA, for the fiscal year that began on April 1, 1997, 50 per cent of that group of 
vehicles had to have been able to operate on ATF. For the fiscal year that began on 

April 1, 1998, the requirement increased to 60 per cent. For the fiscal year that began on 

April 1, 1999, and for every year thereafter, 75 per cent of the viable vehicles must be capable of 
operating on ATF. 


The AFA also requires that, when it is cost-effective and operationally feasible, a federal body 
shall use an ATF in the operation of any motor vehicle capable of operating on such a fuel. 


In July 1995, the Treasury Board of Canada Secretariat revised the Motor Vehicle Policy to ensure 
effective application of the AFA and its regulations and to provide leadership and assistance to 
departments and agencies to help them meet the obligations set forth in the AFA. 


This is the eighth annual report on the application of the Alternative Fuels Act. 
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Section 2 of the Report assesses the federal government’s compliance with the AFA. Section 2.1 
summarizes the application of the AFA in relation to vehicles acquired in the 2004—05 fiscal 
year, and section 2.2 reports on the extent of ATF use in the federal fleet during the 2004—05 
fiscal year. Section 2.3 contains examples of progress in the use of ATF and emissions 
reductions, while section 2.4 presents some of the key obstacles to using ATF in the federal fleet. 


Section 3 concludes the report with a discussion of the federal government’s commitment to 
continuing to meet the requirements of the AFA. 


2. Compliance with the Alternative Fuels Act 


Taking into account the acquisition activities of all departments and agencies, the federal 
government reports that it is in full compliance with the AFA. Section 2.1 provides a summary of 
the application of the AFA on a government-wide basis. 


Furthermore, it is reported that all vehicles in the federal fleet capable of operating on ATF use 
these fuels to the greatest extent possible. 


2.1 New vehicle acquisitions 


The table below provides a summary of the application of the AFA on a government-wide basis 
for the 2004—05 fiscal year. This table illustrates that at least 75 per cent of all new vehicle 
acquisitions for which ATF would be cost-effective and operationally feasible are, in fact, 
vehicles that are capable of operating on ATF. (Definitions of the table headings are contained in 
Appendix 3.) 


A summary of the application of the AFA by department and agency is contained in Appendix 2. 


Meeting and exceeding the requirements of the AFA 

The federal government, through the acquisition activities of departments and agencies, has 
surpassed the requirements of the AFA for the 2004-05 fiscal year. This can be attributed to the 
mandate of certain departments and agencies to demonstrate leadership in the use of ATF and an 
increasing emphasis within the federal government to incorporate climate change considerations 
into the management of its fleet. 


REPORT ON THE APPLICATION OF THE ALTERNATIVE FUELS ACT 


From information provided by the departments and agencies and data contained in the Public 
Works and Government Services Canada Vehicle Statistical Information System (VSIS), it is 
estimated that all the ATF vehicles purchased in 2004-05 are factory-produced. These are the 
best estimates available at the time of tabling this report. 


2.2 Use of ATF in the federal fleet 


With respect to the use of any motor vehicle in the federal fleet already capable of operating on 
an alternative fuel, the AFA requires that federal bodies use an alternative fuel to the maximum 
extent possible, where this is cost-effective and operationally feasible. 


The following table summarizes the estimated fuel consumption by fuel type for the 2004—05 
fiscal year for the departments and agencies with the largest fleets.’ 


Gasoline _ Cs D CO OO CCL 
Hybrid (gasoline) OO ee LL 
ge, NA 2 NA 
oC ,,rlmr—CiC 
ee 00. ae 
Alternative fuels | rp | 

Natural gas _ 2 CE tS 669 kg 
SO SOL 
Ethanol 85 FC 290,896 L 2451 
Electric | _ __— aoe . he 
Total | 25,778 


1. These departments and agencies are Agriculture and Agri-Food Canada, Canada Revenue Agency, Canada Border Services 
Agency, Canadian Food Inspection Agency, Citizenship and Immigration Canada, Correctional Service Canada, Environment 
Canada, Fisheries and Oceans Canada, Health Canada, Human Resources and Skills Development Canada, Social 
Development Canada, Indian and Northern Affairs Canada, Industry Canada, National Defence, National Research Council 
Canada, Natural Resources Canada, Parks Canada, Public Works and Government Services Canada, Royal Canadian Mounted 
Police, and Transport Canada. 
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2.3 Examples of progress in the use of ATF and 
emissions reduction 


The items below highlight the use of ATF and progress in emissions reduction by the federal 
government during the 2004—05 fiscal year. 


1. In November 2002, the Government of Canada announced that it was leading by example in 
taking action to further reduce GHG emissions from its fleet by using more energy-efficient 
vehicles and alternative fuels. For example, E10 fuel is to be purchased whenever available 
and new purchasing criteria have been added to ensure that more climate-friendly vehicles 
are acquired and that, beginning with the 2004 model year, GHG emissions have been added 
to cost and fuel consumption as mandatory criteria when making purchasing decisions. 


2. There was a total of 12 federal E85 stations across Canada during the 2004-05 fiscal year. 
Correctional Service Canada operated six ethanol 85 (E85) fuelling stations and Agriculture 
and Agri-Food Canada operated four, while Natural Resources Canada and the Canadian 
Food Inspection Agency each operated one E85 fuelling station. There was a total of 393 E85 
vehicles purchased for the federal fleet during this fiscal year, bringing the total number of 
E85 vehicles in the federal fleet to an estimated 1,187. 


3. The introduction in Canada of hybrid gasoline-electric vehicles has been well received by the 
federal government, which finds them to be practical and environmentally friendly. Hybrid 
gasoline-electric vehicles are not considered to be ATF vehicles under the AFA and, as such, 
are not included in the “Number of Actual ATF Vehicles Acquired” column in the table in 
section 2.1 of this report. Nevertheless, hybrid gasoline-electric vehicles emit significantly 
fewer pollutants than conventional gasoline vehicles. The federal government acquired 
151 hybrids during the 2004-05 fiscal year, up from 84 new acquisitions during the 
2003-04 fiscal year (see table below). The federal government now operates a total of 365 of 
these fuel-efficient vehicles. 


4. Natural Resources Canada (NRCan) installed a biodiesel fuelling station at its central 
location in Ottawa in August 2004. This fuel is used by 12 Ottawa-based diesel vehicles 
operated by NRCan. Biodiesel is produced from local, renewable resources—either 
agricultural products or agro-industrial residues. A 20 per cent blend of biodiesel with 
petroleum diesel (B-20) produces 12 to 18 per cent fewer greenhouse gas emissions, and a 
2 per cent blend (B-2) produces | to 2 per cent fewer greenhouse gas emissions. As well, by 
changing the waste products into biodiesel, they are diverted from landfill sites where they 
may have produced methane gas, which contributes to climate change. Currently this 
biodiesel supply is used exclusively by NRCan vehicles; however, there are plans to make 
this fuel available to other federal departments on a cost-recovery basis. 
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5. Natural Resources Canada purchased five Mercedes Benz Pulse vehicles, commonly referred 
to as “smart cars.” These five vehicles are designed to operate on diesel and are extremely 
fuel-efficient vehicles with a combined city and highway fuel efficiency rating of only 4.2 


litres per 100 kilometres. 


Rs 


Agriculture and Agri-Food Canada 


Atlantic Canada Opporte ities Agency. _ C— __ _ . _ . 2 - 


Canada Revenue Agency 1 


Canada Border Services Agency | _ 


Canadian Food Inspection Agency 1 


Se eee 
Correctional Service Canada | . . oe , 
Economic Development Agency of Canada for the Regions of Quebec 
Environment Canada tS | 

Fisheries and Oceans Canada 

Health Canada | pa 
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Human Resources and Skills Development Canada 


—_ 


Indian and Northern Affairs Canada 


Industry Canada | 


National Defence | | | 16 
Natural Resources Canada _ _ | _—e 5 
Parks Canada | | | 13 
Privy Council Office :  . 1 
Public Works and Government Services Canada 10 
Royal Canadian Mounted Police __ — | 3 
Social Development Canada 1 
Transport Canada - 30 
Treasury Board of Canada Secretariat 1 
Total 151 
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2.4 Key obstacles to expanding the use of ATF 


6 


Despite the commitment of the federal government to increase the use of ATF in the federal 


fleet, a number of external factors continue to limit the cost-effectiveness and operational 
feasibility of using ATF vehicles. During the past eight fiscal years, the acquisition of 
ATF vehicles and the use of ATF were curtailed by a limited ATF infrastructure across many 


parts of the country and a limited selection and availability of appropriate ATF vehicles from 
manufacturers. 


The items below summarize some of the key obstacles. 


Ibe 


During the 2004-05 fiscal year, there continued to be a limited supply of factory-produced 
ATF vehicles, compared to the number of gasoline models, suitable for federal government 
operations. There were no factory-produced propane or natural gas vehicles available in the 
2005 model year. There were a few factory-produced propane and natural gas vehicles 
available in the 2004 model year; however, these vehicles were available for purchase only 
during the early part of the 2004—05 model year and the classes available were not suitable 
for all federal organizations. The only ATF produced in the 2005 model year is the ethanol 
85/gasoline flex-fuel vehicle and not for all vehicle classes. 


Compared to similar classes of gasoline vehicles, premiums for the acquisition of 
factory-produced ATF vehicles range from $2,466 to $13,881 for propane and natural gas 
vehicles and up to $4,522 for E85 vehicles. The cost of after-market conversion kits ranges 
from $4,995 to $6,395 for propane and natural gas applications. These factors, combined 
with the relatively low average annual kilometres travelled by federal vehicles, make it less 
likely that ATF use will be cost-effective. 


The effectiveness and quality of vehicle conversion kits remain questionable, considering 
that emissions-testing analysis of converted vehicles sometimes reveals higher emissions 
than those from a gasoline vehicle. The highly sophisticated on-board diagnostic computers 
in new vehicles have severely curtailed the after-market conversion industry’s ability to 
convert engines properly, and only a limited number of authorized conversion service centres 
was available in 2004—05 (32 locations in four provinces). The federal government therefore 
clearly favours factory-produced ATF vehicles and, as a result, 100 per cent of the ATF 
vehicles acquired in 2004—05 were factory-produced. 


The natural gas and propane infrastructure is still limited; supply of these fuel types is 
unreliable outside of urban areas, and supplier hours of operation are often restricted. During 
the 2004—05 fiscal year, E85 was available commercially in only one location (Ottawa, 
Ontario) and federal departments are installing E85 fuelling tanks on government sites in 
order to expand the use and availability of this ATF. 
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5. The availability and operating hours of approved warranty service facilities offering routine 
maintenance and repair services for factory-produced or converted ATF vehicles are limited, 
thereby restricting the use of such vehicles in many locations. Some departments have also 
noted that the limited number of approved warranty service facilities has resulted in higher 
maintenance and repair costs. 


6. Some jurisdictions still restrict the use of propane vehicles in certain areas, e.g. in 
underground parking garages and on some airport tarmacs. 


7. The addition of an ATF tank sometimes affects the operational capabilities of vehicles. For 
example, available cargo space is often reduced. 
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During the 2004—05 fiscal year, the federal government, through the activities of the federal 
bodies named in schedules I, I.1, and II of the FAA, has fully complied with the requirements of 
the AFA. It should be noted that the federal government has complied with the AFA every year 
since it came into force in April 1997. 


The federal government is committed to continuing to comply with the requirements of the AFA 
and to demonstrating leadership in attaining all federal environmental objectives. Expanding the 
current use of ATF and ATF vehicles remains a priority with departments and agencies as long 
as the use of such products is cost-effective and operationally feasible for their specific 
requirements. 


The federal government finds that the availability of ATF vehicles and associated ATF 
infrastructure has not yet materialized to the extent first envisaged when the AFA was passed in 
June 1995. To date, the federal government has encountered many obstacles that place practical 
limitations on the use of ATF and ATF vehicles. In time, as these obstacles are overcome, there 
will be greater opportunity to acquire more ATF vehicles for the federal fleet and make greater 
use of alternative fuels across the federal government. 


Expanding the use of ATF and ATF vehicles is but one of many measures taken by the federal 
government to reduce harmful emissions from its fleet. For example, fuel consumption and GHG 
emissions are now included in the evaluation criteria of bids for federal vehicles, providing an 
advantage to fuel-efficient vehicles. 


The modernization of the federal fleet, where newer, cleaner, and more fuel-efficient vehicles are 
replacing older-technology vehicles, has led to a significant reduction in GHG and harmful 
ground-level emissions. A recent report on the federal fleet commissioned by Natural Resources 
Canada as part of the Federal Vehicles Initiative to measure federal fleet energy improvements 
since 1995—96 provided encouraging findings, which indicated an overall 21 per cent reduction 
in tailpipe GHG (carbon dioxide, methane, and nitrous oxide) emissions over this period. 


Sound fleet management practices, in accordance with a life cycle approach to motor vehicle 
management, complement the AFA to ensure that the federal government acquires and operates 
its vehicles in an environmentally responsible manner. 
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Appendix 1: Terminology 


The following section provides definitions of the terms frequently used in this report. 


Motor vehicle 


For the purposes of reporting on the AFA, motor vehicle is defined to include automobiles, 
passenger vans, light- or medium-duty trucks, and buses. 


Alternative transportation fuel 


Under the AFA, alternative transportation fuel, or ATF, must include, but is not limited to, 
ethanol, methanol, propane gas, natural gas, hydrogen, or electricity, and these must be used as a 
sole source of direct propulsion energy. 


For the purpose of acquiring motor vehicles, the A/ternative Fuels Regulations expand the 
definition of ATF given above to include blended fuels when an ATF (as defined above) makes 
up at least 50 per cent of the blend. Flex-fuel and bi-fuel vehicles are also considered to be 
ATF vehicles for the purposes of acquiring motor vehicles. 


For the purposes of using ATF, the A/ternative Fuels Regulations also expand the definition of 
ATF given above to include bio-diesel and blended fuels that include any amount of the 
approved ATF. 


Bi-fuel vehicle 
A bi-fuel vehicle is one with two separate fuel systems that operates on either fuel (e.g. a bi-fuel 
gasoline-propane vehicle can operate on either gasoline or propane). 


Elex-fuelvenicie 

A flex-fuel vehicle 1s one with a single fuel system that operates on one of two different fuels 
alone or on a blend of the two (e.g. an E85 vehicle can operate on gasoline alone or on any blend 
of gasoline and ethanol to a maximum of 85 per cent ethanol). 

Gost-efiective 


A vehicle is considered cost-effective for ATF use if it can be demonstrated that the additional 
cost of either converting a vehicle to use ATF or acquiring a factory-produced ATF vehicle will 
be recovered in the form of fuel savings over the life of the vehicle. 


Where net savings are greater than $1, a vehicle is considered cost-effective for ATF use. 
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Operationally feasible 


ATF use is considered to be operationally feasible when it can be demonstrated that the vehicle 
will be able to fulfill its primary operational tasks. 


The definition of operational feasibility will vary across departments and agencies according to a 
wide range of variables, including the following: the specific travel patterns of each vehicle, the 
mandate of the department or agency, the availability of alternative fuels wherever the vehicle 
will travel, the local laws (or by-laws), the vehicle performance requirements, and the vehicle 
availability or the availability of a suitable conversion kit. 
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Appendix 2: New Vehicle Acquisitions 


The table below summarizes the application of the AFA for the 2004-05 fiscal year by 
department or agency. The information reported is the result of consultations with each 
department and agency. 


Departments and agencies included in schedules I, I.1, and IT of the FAA but not listed below 
did not acquire any new vehicles during the 2004—05 fiscal year. Nonetheless, they are in 
compliance with the AFA, as their required ATF vehicle acquisitions are zero. 


‘Schedule y 


Agriculture and Agri Reed Canada it, 63 1 34 
Den af) re Canada 1 0 0 
A ee CC ee = es = 
Fisheries and Oceans Canada 116 0 7 
Health Canada - _ _ 2 14 
Indian and Northern Affairs Canada 25 2 13 
Industry Canada _ ._ 2 Ü 0 
National Defence 848 0 12 
Natural Resources Canada 42 2 12 
Public Works and Government Services Canada oo 2 A7 
Transport Canada _ 72 0 16 
Treasury Board of @anade CCI 1 0 0 
Veterans Affairs Canada . 8 0 1 
Totals for Schedule | 1,371 21 133 
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Schedule I. 1 . _ 
Atlantic Canada Opportunites Er Ef 0 2 


Canada Border Services. Agency 


Canadien Firearms Genie 6 0 6 


Human Resources and Skills Development 
Se 


National Parole Board 5 0 0 


Registrar of the Supreme Court of Canada 

and that portion of the Public Service of 

Canada appointed under subsection 12(2) of 

the Supreme Court Act 2 0 0 


Totals for Schedule 1.4 2,015 13 131 
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use 
= . 


Canada Revenue Agency 0 20 
Canadian Food Inspection A Agency 0 108 
Canadian Nuclear Safety Commission 1 0 0 
National Battlefields Comr aission _ | 1 oo 6 
National Research Connel Caads rf 0 1 
Parks Canada _ | _ 3 _ 0 1 
Totals for Schedule " 412 0 130 
Total for all Schedules 3,798 34 394 
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Appendix 3: Definitions of Table Headings 


Department or Agency 


These are all federal bodies (departments and agencies) named in schedules I, I.1, and IT of the 
Financial Administration Act that made vehicle acquisitions during the 
2004-05 fiscal year. 


Number of vehicles acquired 


This is the total number of vehicles acquired by the departments and agencies during the 
2004-05 fiscal year. 


Vehicles for which ATF is cost-effective and operationally feasible 


This is the number of vehicles acquired in 2004-05 that are considered to be no more costly to 
operate on ATF than on a conventional fuel and are able to fulfill their operational roles while 
using ATF. 


Actual number of ATF vehicles acquired 
This is the actual number of vehicles acquired in 2004—05 that are capable of operating on ATF. 


75% target—required acquisitions as per the AFA 
This is the total number of vehicles acquired in 2004-05 that should be capable of operating on 


ATF in accordance with the A/ternative Fuels Act. 


For the 2004—0S fiscal year, the AFA requires that 75 per cent of all those vehicles acquired for 
which ATF is determined to be both cost-effective and operationally feasible should be 
physically capable of operating on ATF. 
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President’s Message 
I am pleased to table in Parliament the annual Report on the Application of the Alternative Fuels 
Act, for the fiscal year 2005—06, pursuant to the Alternative Fuels Act. 


The Honourable John Baird, P.C., M.P. 
President of the Treasury Board 
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Executive Summary 


Annual Report on the Application of the Alternative Fuels Act 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report 
annually on the application of the AFA in respect of all federal bodies (departments and 
agencies) named in schedules I, I.1, and II of the Financial Administration Act (FAA). 


This is the ninth annual report on the application of the Alternative Fuels Act. 
The Alternative Fuels Act 


The purpose of the AFA is to accelerate the use in Canada of alternative transportation fuels 
(ATF) in motor vehicles operating in the federal fleet. These fuels include ethanol, methanol, 
propane gas, natural gas, hydrogen, or electricity, and these must be used as a source of direct 
propulsion energy. 


Compliance with the A/ternative Fuels Act 


During the 2005—06 fiscal year, the federal government, through the activities of the federal 
bodies named in schedules I, I.1, and I] of the FAA, has fully complied with the requirements of 
the AFA with respect to vehicle acquisitions. With regard to the use of ATF, limitations on their 
availability resulted in their limited use in many situations. 


The availability of ATF vehicles and associated ATF infrastructure has not yet materialized to 
the extent required to make greater use of ATF and ATF vehicles possible. It is hoped that 
technological and commercial developments over time will remove the cost-effectiveness and 
operational-feasibility constraints that are currently significant obstacles to their use. 


It is important to note that expanding the use of ATF and ATF vehicles is but one of many 
measures taken by the federal government to reduce harmful emissions from its fleet. For 
example, fuel consumption and greenhouse gas (GHG) emissions are included in the evaluation 
criteria of bids for federal vehicles, providing an advantage to fuel-efficient vehicles. The 
modernization of the federal fleet, where newer, cleaner, and more fuel-efficient vehicles are 
replacing older-technology vehicles, has also led to a significant reduction in GHG and harmful 
ground-level emissions. 
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1. Introduction 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report 
annually on the application of the AFA in respect of all federal bodies (departments and 
agencies) named in schedules I, I.1, and II of the Financial Administration Act (FAA). 


This is the ninth annual report on the application of the A/ternative Fuels Act. 
1.1 Alternative Fuels Act 


The AFA received Royal Assent on June 22, 1995, and took effect on April 1, 1997. The purpose 
of the AFA is to accelerate the use in Canada of alternative transportation fuels (ATF) in motor 
vehicles operating in the federal fleet. These fuels include ethanol, methanol, propane gas, 
natural gas, hydrogen, or electricity, and these must be used as a source of direct propulsion 
energy. 


The AFA and its Regulations require that where it is cost-effective and operationally feasible, 
seventy-five per cent of all automobiles, passenger vans, light- and medium-duty trucks, and 
buses operated by federal departments and agencies, in the aggregate, use ATF. More 
specifically, the AFA requires that: 


> seventy-five per cent of the portion of newly acquired vehicles for which ATF are deemed to 
be both cost-effective and operationally feasible be physically capable of using these fuels; 


> where it is cost-effective and operationally feasible, a federal body shall use an ATF in the 
operation of any motor vehicle capable of operating on such a fuel. 


2. Compliance with the A/ternative Fuels Act 


The Treasury Board Motor Vehicle Policy contains procedural requirements to ensure effective 
application of the AFA and its Regulations and to provide guidance to departments and agencies to 
help them meet the obligations set forth in the AFA. 


The Policy requires that departments and agencies review each new vehicle acquisition in terms 
of its estimated life-cycle cost and primary operational tasks and determine whether using ATF 
would be both cost-effective and operationally feasible. If it is determined that the life-cycle 
costs are lower for an ATF vehicle than for one powered by conventional fuel, and if the vehicle 
can fulfill the stated operational requirements, then an ATF vehicle will be considered for 
acquisition. In the aggregate, at least 75 per cent of these vehicles will be acquired in accordance 
with the AFA. 
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By applying the requirements of the AFA to the federal bodies named in schedules I, I.1, and II 
of the FAA, the ATF vehicle acquisition target for 2005—06 was zero vehicles. Nevertheless, 
departments acquired a total of 547 ATF vehicles in 2005—06. This low acquisition target and the 
much larger acquisition numbers are typical of the performance achieved by departments over 
the years. 


With regard to the use of ATF, limitations on their availability resulted in their limited use in 
many situations. 


Further details on compliance with the AFA are provided below. 
2.1 New vehicle acquisitions 


There were no new factory-produced propane or natural gas vehicles available in Canada during 
the 2005—06 fiscal year, although kits were available to convert vehicles to be capable of running 
on these two ATF. There were new ethanol 85/gasoline (E85) flexible fuel vehicles available, 
although they were not offered in all vehicle classes. 


Cost-effectiveness constraints worked against the adoption of ATF and ATF vehicles during the 
2005-06 fiscal year: 


>» Compared to similar classes of gasoline vehicles, premiums for the acquisition of 
factory-produced E85 vehicles ranged up to $3,383 per vehicle. In addition, although the price 
of gasoline was essentially equal to the price of E85 ethanol, fuel consumption for vehicles 
using E85 ethanol was approximately 30 per cent higher than for conventional gasoline 
vehicles; 


> The cost of after-market conversion kits ranged from $4,995 to $6,595 for propane and 
natural gas applications. In addition, the effectiveness and quality of conversions remained 
questionable, in that testing sometimes revealed higher emissions than those from a gasoline 
vehicle. Further, some departments have noted that the limited number of approved warranty 
service facilities has resulted in higher maintenance and repair costs. As a result, there were 
no vehicles converted to ATF use in 2005-06. 


There were also significant operational constraints, which reduced the viability of ATF and ATF 
vehicles in the federal fleet: 


>» ESS fuel was commercially available in only one location in Canada (Ottawa, Ontario) and 
supplies of propane and natural gas were limited outside of urban areas. Supplier hours of 
operation were often restricted. 
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> Some jurisdictions still restrict the use of propane vehicles in certain areas, e.g., in 
underground parking garages and on some airport tarmacs. In addition, the installation of an 
appropriate tank in vehicles sometimes affects their operational capabilities; it reduces 
available cargo space, for example. 


As a result of these factors, the target for ATF vehicle acquisitions under the Act for the 2005—06 
fiscal year was zero vehicles. 


Nevertheless, of the 5,335 vehicles that were acquired by the federal government in total during 
the 2005-06 fiscal year, 547 were ATF vehicles. There were a number of reasons for this: 


> Some manufacturers made engines that were compatible with E85 fuel as a standard feature in 
certain models; 


> The Federal Fleet Initiative program administered by Natural Resources Canada offered 
financial incentives to departments and agencies during the 2005-06 fiscal year to assist these 
organizations in increasing the use of alternative fuels in their fleet operations. By applying 
these incentives to the calculations used in determining the cost-effectiveness of ATF 
vehicles, it is estimated that 161 vehicles became both cost-effective and operationally 
feasible to operate on ATF; 


> Fuel availability was augmented in previous fiscal years with the installation by departments 
of fifteen E85 ethanol fuelling tanks on government sites across Canada in order to expand the 
use of this ATF. 


2.2 Use of ATF in the federal fleet 


The federal government’s 106 natural gas vehicles (down from 255 in 2004—05) consumed 
approximately 53,267 kg of natural gas, and its 71 propane vehicles (down from 306 in 2004—05) 
consumed approximately 175,214 litres of propane. 


While only a portion of the federal government’s 1,743 E85 flexible fuel vehicles had immediate 
access to E85 fuel during the 2005—06 fiscal year, those E85 vehicles that had access to this fuel 
consumed approximately 658,572 litres. 


During the 2005-06 fiscal year, the federal government operated approximately 32 electric 
vehicles, most of them off-road utility vehicles that are not within the scope of the AFA. 
Although data on the energy consumption of these electric vehicles is not available, it is 
important to note that many of them replaced fossil fuel-burning trucks and equipment. 
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5: awConclusion 


During the 2005—06 fiscal year, the federal government, through the activities of the federal 
bodies named in schedules I, I.1, and II of the FAA, has fully complied with the requirements of 
the AFA with respect to vehicle acquisitions. With regard to the use of ATF, limitations on their 
availability resulted in their limited use in many situations. 


The availability of ATF vehicles and associated ATF infrastructure has not yet materialized to 
the extent required to make greater use of ATF and ATF vehicles possible. It is hoped that 
technological and commercial developments over time will remove the cost-effectiveness and 
operational-feasibility constraints that are currently significant obstacles to their use. 


It is important to note that expanding the use of ATF and ATF vehicles is but one of many 
measures taken by the federal government to reduce harmful emissions from its fleet. For 
example, fuel consumption and greenhouse gas (GHG) emissions are included in the evaluation 
criteria of bids for federal vehicles, providing an advantage to fuel-efficient vehicles. The 
modernization of the federal fleet, where newer, cleaner, and more fuel-efficient vehicles are 
replacing older-technology vehicles, has also led to a significant reduction in GHG and harmful 
ground-level emissions. 
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Appendix 1: Terminology 


The following section provides definitions of the terms frequently used in this report. 
Motor vehicle 


For the purposes of reporting on the AFA, motor vehicle is defined to include automobiles, 
passenger vans, light- or medium-duty trucks, and buses. 


Alternative transportation fuel 


Under the AFA, alternative transportation fuel, or ATF, must include, but is not limited to, 
ethanol, methanol, propane gas, natural gas, hydrogen, or electricity, and these must be used as a 
sole source of direct propulsion energy. 


For the purpose of acquiring motor vehicles, the A/ternative Fuels Regulations expand the 
definition of ATF given above to include blended fuels when an ATF (as defined above) makes 
up at least 50 per cent of the blend. Flexible fuel and bi-fuel vehicles are also considered to be 
ATF vehicles for the purposes of acquiring motor vehicles. 


For the purposes of using ATF, the A/ternative Fuels Regulations also expand the definition of 
ATF given above to include biodiesel and blended fuels that include any amount of the approved 
ATF. 


Flexible fuel vehicle 


A flexible fuel vehicle is one with a single fuel system that operates on one of two different fuels 
alone or on a blend of the two (e.g., an E85 vehicle can operate on gasoline alone or on any 
blend of gasoline and ethanol, to a maximum of 85 per cent ethanol). 


Cost-effective 


A vehicle is considered cost-effective for ATF use if it can be demonstrated that the additional 
cost of either converting a vehicle to use ATF or acquiring a factory-produced ATF vehicle will 
be recovered in the form of fuel savings over the life of the vehicle. 


Where net savings are greater than $1, a vehicle is considered cost-effective for ATF use. 
Operationally feasible 


ATF use is considered to be operationally feasible when it can be demonstrated that the vehicle 
will be able to fulfill its primary operational tasks. 
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The definition of operational feasibility will vary across departments and agencies according to a 
wide range of variables, including the following: the specific travel patterns of each vehicle, the 
mandate of the department or agency, the availability of alternative fuels wherever the vehicle 
will travel, the local laws (or by-laws). the vehicle performance requirements, and the vehicle 
availability or the availability of a suitable conversion kit. 
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Appendix 2: New Vehicle Acquisitions 


The table below summarizes new vehicle acquisitions under the application of the AFA for the 
2005-06 fiscal year by department or agency. The information reported is the result of 
consultations with each department and agency. 


Departments and agencies included in schedules I, I.1, and II of the FAA but not listed below 
did not acquire any new vehicles during the 2005—06 fiscal year. Nonetheless, they are in 
compliance with the AFA, as their required ATF vehicle acquisitions are zero. 


Total Number of | Number of ATF 


Department or Agency vehicles acquired vehicles acquired 
Schedule | 

Agriculture and Agri-Food Canada 138 87 
Canadian Heritage 2 1 
Citizenship and Immigration Canada 5 0 
Department of Finance Canada 1 1 
Environment Canada 101 10 
Fisheries and Oceans Canada 245 22 
Foreign Affairs and International Trade Canada 14 1 
Health Canada 57 3 
Human Resources and Skills Development Canada 18 7 
Indian and Northern Affairs Canada 4 0 
Industry Canada ee f 6 
National Defence 1722 13 
Natural Resources Canada 42 19 
Public Safety and Emergency Preparedness Canada 1 1 
Public Works and Government Services Canada 41 12 
Social Development Canada 11 2 
Transport Canada 89 32 
Treasury Board of Canada Secretariat 1 1 
Veteran Affairs Canada 4 0 
Totals for Schedule | 2522 218 
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Total Number of | Number of ATF 
Department or Agency vehicles acquired vehicles acquired 


Schedule 1.1 


Atlantic Canada Opportunities Agency 4 0 
Canada Firearms Centre 15 8 
Canadian Grain Commission 2 1 
Correctional Service of Canada : 179 14 
Economic Development Agency of Canada for the Regions of r 1 
Quebec 

National Parole Board | oo 3 0 
Public Health Agency of Canada 2 0 
Royal Canadian Mounted Police 2,038 104 
Statistics Canada | 3 0 
Supreme Court of Canada 4 0 
Totals for Schedule I.1 eon 128 


Total Number of Number of ATF 


| Department or Agency _ . vehicles acquired vehicles acquired 
Soc _ aoe _. 
Canada Border Services Agency 60 8 
Canada Revenue Agency 9 0 
Canadian Food Inspection Agency 405 189 
Canadian Institutes of Health Research 1 0. 
Canadian Nuclear Safety Commission 1 
National Battlefields Commission 2 0 
National Research Council Canada 1 
Parks Canada 70 2 
Totals for Schedule II 562 201 
Total for all Schedules 5,335 547 
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President’s Message | 
I am pleased to table in Parliament the annual Report on the Application of the Alternative Fuels 
Act, for the fiscal year 2006—07, pursuant to the Alternative Fuels Act. 


Cee Sees 


The Honourable Vic Toews, P.C., Q.C., M.P. 
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Executive Summary 
Annual Report on the Application of the Alternative Fuels Act 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report 
annually on the application of the AFA in respect of all federal bodies (departments and 
agencies) named in schedules I, I.1, and II of the Financial Administration Act (FAA). 


This is the tenth annual report on the application of the AFA. 


The Alternative Fuels Act 


The purpose of the AFA is to accelerate the use in Canada of alternative transportation fuels 
(ATF) in motor vehicles to reduce the emission of carbon dioxide and other greenhouse gases, 
thereby lessening dependence on petroleum-based fuels for transportation. These ATF include 
ethanol, methanol, propane gas, natural gas, hydrogen, or electricity, which must be used as a 
sole source of direct propulsion energy. 


Compliance with the A/ternative Fuels Act 


For the tenth consecutive year, the federal government, through the activities of the federal 
bodies named in schedules I, I.1, and II of the FAA, fully complied with and exceeded AFA 
requirements for vehicle acquisitions. The cost-effectiveness and operational feasibility 
requirements for eligible ATF vehicles severely restrict the acquisition number, to the extent that 
the target in 2006-07 for ATF vehicles was nil. Nevertheless, the federal government acquired 
354 ATF vehicles—each one capable of operating on E85 ethanol fuel. 


The availability of ATF vehicles and associated ATF infrastructure (e.g. fuelling stations) has 
not yet materialized to the extent needed to make greater use of ATF vehicles. Technological and 
commercial developments over time should alleviate the cost-effectiveness and operational 
constraints that currently restrict their use. 


It is important to note that expanding the use of ATF and ATF vehicles is but one of many 
measures taken by the federal government to reduce harmful emissions from its fleet. For 
example, fuel consumption and greenhouse gas (GHG) emissions are part of the evaluation 
criteria of bids for federal vehicles, giving an advantage to fuel-efficient vehicles. Modernization 
of the federal fleet, with newer, cleaner, and more fuel-efficient vehicles replacing 
older-technology vehicles, has also led to a significant reduction in GHG and harmful 
ground-level emissions. 
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1. Introduction 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report 
annually on the application of the AFA by all federal bodies (departments and agencies) named 
in schedules I, I.1, and IT of the Financial Administration Act (FAA). 


This is the tenth annual report on the application of the AFA. 
1.1 Alternative Fuels Act 


The AFA received Royal Assent on June 22, 1995, and took effect on April 1, 1997. The purpose 
of the AFA is to accelerate the use in Canada of alternative transportation fuels (ATF) in motor 
vehicles to reduce the emission of carbon dioxide and other greenhouse gases, thereby lessening 
dependence on petroleum-based fuels for transportation. These ATF include ethanol, methanol, 
propane gas, natural gas, hydrogen, or electricity, which must be used as a sole source of direct 
propulsion energy. 


The AFA and its regulations require that, where cost-effective and operationally feasible, 
75 per cent of all motor vehicles operated by federal departments and agencies use ATF. More 
specifically, the AFA requires that: 


> of the portion of newly acquired vehicles deemed both cost-effective and operationally 
feasible to run on ATF, 75 per cent must be physically capable of using these fuels; and 


> where it is cost-effective and operationally feasible, a federal body shall use an ATF in the 
operation of any motor vehicle capable of operating on such a fuel. 


2. Compliance with the A/ternative Fuels Act 


The Treasury Board Guide to Fleet Management contains procedural requirements to ensure 
effective application of the AFA and its regulations; and provide guidance to departments and 
agencies to help them meet their AFA obligations. 


To determine if ATF would be cost-effective and operationally feasible, the Guide requires 
departments and agencies to review each newly acquired vehicle by assessing its estimated 
life-cycle cost and primary operational tasks. If life-cycle costs are found to be lower for an 
ATF vehicle than one powered by conventional fuel, and if it can fulfill its stated operational 
requirements, an ATF vehicle will be considered for purchase. At least 75 per cent of these 
vehicles will be acquired in accordance with the AFA. 
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The federal bodies, named in schedules I, I.1, and II of the FAA, successfully acquired a total of 
354 ATF vehicles during 2006-07. This far exceeded the nil target established after the 
application of AFA requirements. 


Limited availability of ATF has limited its use in many cases. 
Further details on AFA compliance are provided below. 
2.1 New vehicle acquisitions 


In fiscal year, 2006-07, although no new factory-produced propane or natural gas vehicles were 
available in Canada, there were kits to convert regular vehicles for ATF use. New ethanol 
85/gasoline (E85) flexible fuel vehicles were also available, but not in all vehicle classes. 


Cost-effectiveness constraints worked against the adoption of ATF and acquisition of ATF 
vehicles during 2006—07. 


> Compared to similar classes of gasoline vehicles, premiums to acquire factory-produced E85 
vehicles ranged up to $1,819 per vehicle. The cost per litre of E85 ethanol was approximately 
6 per cent higher than regular gasoline and, for those vehicles using it, consumption was 
approximately 30 per cent higher than for conventional gasoline vehicles. 


>» During 2006-07, the federal government did not contract with suppliers of after-market 
conversion kits. The effectiveness and quality of conversion kits remain questionable and 
testing has sometimes revealed higher emissions than from a gasoline vehicle. Also, some 
departments noted that the limited number of approved warranty service facilities for 
converted vehicles resulted in higher maintenance and repair costs. For these reasons, no 
federal vehicles were converted to ATF use during 2006-07. 


Significant operational constraints also reduced the viability of using ATF and ATF vehicles in 
the federal fleet: 


> The only fuelling station to offer E85 fuel commercially in Canada (Ottawa, Ontario) no 
longer does. Outside of urban areas, supplies of propane and natural gas were limited and the 
operating hours of suppliers were often restricted. 


> Some jurisdictions restrict the use of propane vehicles in certain areas, e.g. underground 
parking garages and some airport tarmacs. The installation of ATF tanks in vehicles 
sometimes affects their operational capabilities because it reduces available cargo space. 


These factors resulted in a nil target for ATF vehicle acquisitions under the AFA for 2006—07. 
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Of the 4,648 new vehicles acquired in total during the 2006-07, 354 were ATF vehicles. There 
were several reasons for this: 


» Some manufacturers made engines that were compatible with E85 fuel as a standard feature in 
certain models. 


>» In 2006-07, the Federal Fleet Initiative program, administered by Natural Resources Canada, 
offered financial incentives to departments and agencies to increase ATF use and to reduce 
emissions in federal fleet operations. Adding these incentives made it cost-effective and 
operationally feasible for an estimated 176 vehicles to operate on ATF. 


> Fourteen E85 ethanol fuelling tanks have been installed on federal government sites across 
Canada—this increases the viability of ATF usage in the regions where these tanks are 
installed. 


2.2 Use of ATF in the federal fleet 


The federal government’s 48 natural gas vehicles (down from 106 in 2005—06) consumed 
approximately 86,562 kg of natural gas, and its 55 propane vehicles (down from 71 in 2005—06) 
consumed approximately 169,297 litres of propane. 


While only a portion of the federal government’s 2,042 E85 flexible fuel vehicles had immediate 
access to E85 fuel during 2006-07, those that had access to this fuel consumed approximately 
752,154 litres. 


During 2006-07, the federal government operated approximately 31 electric vehicles, most of 
them off-road utility vehicles outside the scope of the AFA. Although data on their energy 
consumption is not available, it is important to note that many of these electric vehicles replaced 
conventional fuel-burning trucks and equipment. 


2.3 Use of lower emission vehicles in the federal fleet 


Hybrid gasoline-electric vehicles are not considered ATF vehicles under the AFA and, as such, 
are not included in the 354 vehicles discussed in section 2.1 of this report. Because many hybrid 
gasoline-electric vehicles meet federal travel and operational needs, the federal government 
ordered 385 during 2006-07 (see table next page), and now operates an estimated total of 865 of 
these vehicles. 
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Number of Hybrid 
gas-electric 
vehicles acquired 
in 2006-07 


Canadian Institutes of Health Research 2 


oe x se ce 


Fisheries and Oceans Canada 19 


ge |. 


National Defence 8 


Natural Resources Canada 8 


Parks Canada 5 


Public Works and Government Services Canada 15 


Transport Canada 28 
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3. Conclusion 


During 2006-07, the federal government, through the activities of the federal bodies named in 
schedules I, I.1, and II of the FAA, fully complied with AFA requirements governing vehicle 
acquisition. However, a limited availability of alternative fuels and lack of supporting 
infrastructure during the same period resulted in a limited increase in their overall use from that 
of 2005-06. 


The availability of ATF vehicles and associated infrastructure (e.g. fuelling stations) has not yet 
materialized enough to make greater use of ATF vehicles. Technological and commercial 
developments over time should alleviate the cost-effectiveness and operational-feasibility 
constraints that restrict their use. 


It is important to note that expanding the use of ATF and ATF vehicles is but one of many 
measures taken by the federal government to reduce harmful emissions from its fleet. For 
example, fuel consumption and greenhouse gas (GHG) emissions are part of the evaluation 
criteria of bids for federal vehicles, giving an advantage to fuel-efficient vehicles. Modernization 
of the federal fleet, with newer, cleaner, and more fuel-efficient vehicles replacing 
older-technology vehicles, has also led to a significant reduction in GHG and harmful 
ground-level emissions. 
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Appendix 1: Terminology 


The following section provides definitions of the terms frequently used in this report: 
Motor vehicle 


For the purposes of reporting on the AFA, motor vehicle is defined to include automobiles, 
passenger vans, light- or medium-duty trucks, and buses. 


Alternative transportation fuel 


Under the AFA, alternative transportation fuel, or ATF, must include, but is not limited to, 
ethanol, methanol, propane gas, natural gas, hydrogen, or electricity, and these must be used as a 
sole source of direct propulsion energy. 


For the purpose of acquiring motor vehicles, the Alternative Fuels Regulations expand the 
definition of ATF given above to include blended fuels when an ATF (as defined above) makes 
up at least 50 per cent of the blend. Flexible fuel and bi-fuel vehicles are also considered to be 
ATF vehicles for the purposes of acquiring motor vehicles. 


For the purposes of using ATF, the Alternative Fuels Regulations also expand on the definition 
of ATF given above to include biodiesel and blended fuels that include any amount of the 
approved ATF. 


Flexible fuel vehicle 


A flexible fuel vehicle is one with a single fuel system that operates on one of two different fuels 
alone or on a blend of the two (e.g., an E85 vehicle can operate on gasoline alone or on any 
blend of gasoline and ethanol, to a maximum of 85 per cent ethanol). 


Cost-effective 


A vehicle is considered cost-effective for ATF use if it can be demonstrated that the additional 
cost of either converting a vehicle to use ATF or acquiring a factory-produced ATF vehicle will 
be recovered in the form of fuel savings over the life of the vehicle. 


Where net savings are greater than $1, a vehicle is considered cost-effective for ATF use. 
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Operationally feasible 


ATF use is considered to be operationally feasible when it can be demonstrated that the vehicle 
will be able to fulfill its primary operational tasks. 


The definition of operational feasibility will vary across departments and agencies according to a 
wide range of variables, including the following: the specific travel patterns of each vehicle, the 
mandate of the department or agency, the availability of alternative fuels wherever the vehicle 
will travel, the local laws (or by-laws), the vehicle performance requirements, and the vehicle 
availability or the availability of a suitable conversion kit. 
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Appendix 2: New Vehicle Acquisitions 


The table below summarizes new vehicle acquisitions under the application of the AFA for 
2006-07, by department or agency. The information reported is the result of consultations with 
each department and agency. 


Departments and agencies included in schedules I, I.1, and II of the FAA, but not listed below, 
did not acquire any new vehicles during 2006-07. 


Total Number of | Number of ATF 


Department or Agency vehicles acquired vehicles acquired 


Agriculture and Agri-Food Canada 88 41 


Citizenship and Immigration Canada 4 2 


Department of Justice Canada 1 0 


Benes and Oceans Canada 248 31 


Health Canada 61 9 


Indian and Northern Affairs Canada 16 iT 


g 


SOs 


National Defence 1398 23 


$ 


Public Safety and Emergency Preparedness Canada 1 1 


Transport Canada 60 9 


Veteran Affairs Canada 2. 0 


Totals for Schedule | 2106 187 
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mber of ATF - 


Department or Agency | 


Atlantic Canada Opportunities Agency 3 0 


Canadian Grain Commission 1 1 


Correctional Service of Canada 152 67 


Office of the Auditor General 1 0 


d 


Canadian Nuclear Safety Commission iz 


Parks Canada 


Total for all Schedules 
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President’s Message 


I am pleased to table in Parliament the annual Report on the Application of the Alternative Fuels 
Act, for the fiscal year 2007-08, pursuant to the Alternative Fuels Act. 


—_ 
Lief gems 8 
The Honourable Vic Toews, P.C., Q.C., M.P. 
President of the Treasury Board 
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Executive Summary 
Annual Report on the Application of the Alternative Fuels Act 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report 
annually on the application of the AFA in respect of all federal bodies (departments and 
agencies) named in schedules I, I.1, and IT of the Financial Administration Act (FAA). 


This is the eleventh annual report on the application of the AFA. 
The Alternative Fuels Act 


The purpose of the AFA is to accelerate the use in Canada of alternative transportation fuels in 
motor vehicles to reduce the emission of carbon dioxide and other greenhouse gases, thereby 
lessening dependence on petroleum-based fuels for transportation. These alternative fuels 
include ethanol, methanol, propane gas, natural gas, hydrogen, or electricity, which must be used 
as the sole energy source for direct propulsion. 


Compliance with the A/ternative Fuels Act 


For the eleventh consecutive year, the federal government, through the activities of the federal 
bodies named in schedules I, I.1, and II of the FAA, exceeded AFA acquisition requirements, 
which prescribe that 75 per cent of all new vehicles be deemed both cost-effective and 
operationally feasible to run on alternative fuels. In the aggregate, the federal government 
acquired 1,554 alternative fuel vehicles during 2007-08—each one capable of operating on 
E85 ethanol fuel. 


Conclusion 


The limited availability of alternative fuel vehicles and a lack of supporting infrastructure 
throughout Canada have constrained the ability of the federal government to increase the usage 
of these vehicles in its fleet. The rising cost of petroleum-based fuels and technological and 
commercial developments over time should address these constraints. 


Meanwhile, the federal government has continued to meet the objective of the AFA through 
several mitigating measures: the acquisition of vehicles that can operate on both petroleum-based 
and alternative fuels; the application of environmental criteria in the evaluation of bids for 
federal vehicles; and policies that require the purchase of E10 gasoline where available and the 
elimination of unnecessary idling. Also, modernization of the federal fleet with newer, cleaner, 
and more fuel-efficient vehicles has also led to a significant reduction in greenhouse gas and 
harmful ground-level emissions. 
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Lhsintrodauction 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report 
annually on the application of the AFA by all federal bodies (departments and agencies) named 
in schedules I, I.1, and II of the Financial Administration Act (FAA). 


This is the eleventh annual report on the application of the AFA. 
1.1 Alternative Fuels Act 


The AFA received Royal Assent on June 22, 1995, and took effect on April 1, 1997. The purpose 
of the AFA is to accelerate the use in Canada of alternative transportation fuels in motor vehicles 
to reduce the emission of carbon dioxide and other greenhouse gases, thereby lessening 
dependence on petroleum-based fuels for transportation. These alternative fuels include ethanol, 
methanol, propane gas, natural gas, hydrogen, or electricity, which must be used as the sole 
energy source for direct propulsion. 


The AFA and the Alternative Fuels Regulations require that, where cost-effective and 
operationally feasible, 75 per cent of all motor vehicles operated by federal departments and 
agencies use alternative fuels. More specifically, the AFA requires that: 


> of the portion of newly acquired vehicles deemed both cost-effective and operationally 
feasible to run on alternative fuels, 75 per cent must be physically capable of using these 
fuels; and 


> when it is cost-effective and operationally feasible, a federal body shall use an alternative fuel 
in the operation of any motor vehicle capable of operating on such a fuel. 


2. Compliance with the A/ternative Fuels Act 


Treasury Board policy requires departments and agencies to comply with the AFA when making 
motor vehicle procurement decisions. Supporting guidelines provide additional information to 
ensure effective application of the AFA and the Alternative Fuels Regulations and assist 
departments and agencies with meeting their AFA obligations. 


In complying with the obligations of the AFA, departments and agencies have been restricted by 
the limited availability of alternative fuel vehicles for purchase and by a lack of supporting 
infrastructure throughout Canada. Under these conditions, operating federal government vehicles 
on alternative fuels is not cost-effective and is only operationally feasible in select areas where a 
supporting infrastructure exists. Nevertheless, in support of the objective of the AFA, the federal 
government has taken mitigating measures to reduce greenhouse gas emissions and increase the 
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viability of using alternative transportation fuels in its fleet. Details on these measures are 


provided in section 2.4. 
2.1 New vehicle acquisitions 


The federal bodies named in schedules I, I.1, and II of the FAA acquired a total of 4,747 vehicles 
during 2007-08, of which 1,554 were alternative fuel vehicles, far exceeding any previous totals 
reported under the AFA. 


All new factory-produced alternative fuel vehicles acquired during 2007—08 were 
ethanol 85/gasoline (E85) flexible fuel vehicles that are capable of running on gasoline 
alone or on any blend of gasoline and ethanol, up to a maximum of 85 per cent ethanol. 


2.2 Use of alternative transportation fuels in the federal fleet 


The federal government’s 19 natural gas vehicles (down from 48 in 2006-07) consumed 
approximately 56,936 kg of natural gas, and its 31 propane vehicles (down from 55 in 2006-07) 
consumed approximately 101,239 litres of propane. 


While only a portion of the federal government’s 2,898 E85 flexible fuel vehicles had immediate 
access to E85 fuel during 2007-08, those that had access to this fuel consumed approximately 
573,869 litres. 


The federal government has also made use of low-level blended fuels, consuming 
4.8 million litres of E10 gasoline and 271,203 litres of biodiesel. 


2.3 Cost-effectiveness and operational-feasibility constraints 


During 2007-08, there were a number of cost-effectiveness and operational-feasibility 
constraints that limited the acquisition of alternative fuel vehicles and challenged the viability of 
using alternative transportation fuels in the federal fleet. 


> There continued to be a limited supply of factory-produced alternative fuel vehicles in all 
classes that are suitable for federal government operations. 


> The cost per litre of E85 fuel in Canada was, on average, approximately 12 per cent higher 
than it was for regular gasoline, and the lower energy content of E85 fuel compared to regular 
gasoline resulted in a consumption of approximately 25 per cent more E85 fuel than regular 
gasoline to travel the same distance. 


> There were only two fuelling stations that offered E85 fuel commercially in Canada. Both 
were in Ontario in regions located outside of main operating areas of federal vehicles. 


> Outside of urban areas, supplies of propane and natural gas remain limited and the operating 
hours of suppliers are often restricted. 


> Some jurisdictions restrict the use of propane vehicles in certain areas, e.g. underground 
parking garages and some airport tarmacs. 


> The installation of alternative fuel tanks in vehicles sometimes affects their operational 
capabilities because it reduces available cargo space. 


> The effectiveness and quality of after-market conversion kits for propane and natural gas 
remain questionable. In fact, testing has sometimes revealed a higher quantity of emissions 
than from gasoline vehicles. Also, some departments noted that the limited number of 
approved warranty service facilities for converted vehicles has resulted in higher maintenance 
and repair costs. Consequently, no federal vehicles were converted to alternative fuel use 
during 2007-08. 


2.4 Mitigating measures 


Despite the factors listed above, the federal government endeavoured to meet the objective of the 
AFA to accelerate the use in Canada of alternative transportation fuels in motor vehicles to 
reduce the emission of carbon dioxide and other greenhouse gases. This was accomplished 
through several mitigating measures. 


> The federal government continued to make use of the 14 E85 ethanol fuelling tanks installed 
on its own sites across Canada, thus increasing the viability of alternative fuel usage in the 
“regions where the tanks are installed. 


> The increase in the number of flexible fuel vehicles purchased by the federal government was 
mainly due to a broader selection of these vehicles in the classes that were suitable for its 
operations. 


> Until such operational constraints as the limited alternative fuel infrastructure are alleviated, 
the federal government runs flexible fuel vehicles on E85 ethanol where this fuel is available 
and on regular and E10 fuel where it is not. 


>» As a measure to further reduce greenhouse gas emissions from the federal fleet of vehicles, 
environmental criteria apply to the purchase of most passenger cars, minivans, and station 
wagons. These criteria provide an advantage to alternative fuel and hybrid gasoline-electric 
vehicles as well as vehicles equipped with fuel-efficient four-cylinder engines. 


> Treasury Board policy requires departments and agencies to fill up with E10 fuel whenever 
possible and to take measures to eliminate unnecessary idling. 
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These measures articulate the federal government’s commitment to meeting the objective of the 
AFA in a practical manner that takes advantage of opportunities to demonstrate environmental 
leadership despite cost-effectiveness and operational-feasibility constraints. 


2.5 Use of hybrid gasoline-electric vehicles in the federal fleet 


Hybrid gasoline-electric vehicles are not considered alternative fuel vehicles under the AFA and, 
as such, are not included in the total of 1,554 vehicles discussed in section 2.1 of this report. As 
many hybrid gasoline-electric vehicles meet federal operational needs, the federal government 
ordered 195 of these vehicles during 2007-08 (see table below) and now operates 

an estimated total of 1,075 of them. 


Agriculture and Agri-Food Canada 

Atlantic Canada Opportunities Agency 

Canada Border Services MES | 

Canadian Food Inspection Agency 

Correctional Service Cac di, 

Economic Development Agency of Canada for the Regions of Quebec =. : _ a 
Se Mer Canada | | oh ‘4 | ne 


Fisheries and Oceans Canada _ 


Foreign Affairs and International Trade Canada 


HealthCanada 

Indian and Northern Affairs Canada 

Industry Canada es SS ee SF 
National Defence ree 

National Energy Board 

National Parole Board 

Natural Resources Canada 

Parks Canada 
Privy C Council Office 

Public Safety Canada 


Public Works and Government Services Canada a 


Royal Canadian Mounted Police 


Transport Canada 


Total 


3, .,.Conelusion 


During 2007-08, the federal government, through the activities of the federal bodies named in 
schedules I, I.1, and II of the FAA, exceeded AFA requirements governing vehicle acquisition. 
However, the constraint on the availability of alternative transportation fuels and lack of 
supporting infrastructure throughout Canada during this period resulted in a limited use of these 
fuels. The rising cost of petroleum-based fuels and technological and commercial developments 
over time should address these constraints. Meanwhile, the federal government has continued to 
meet the objective of the AFA to accelerate the use of alternative transportation fuels in Canada 
by acquiring vehicles that can operate on both petroleum-based and alternative fuels, which 
better positions its fleet should changes occur in the infrastructure and in the cost of alternative 
transportation fuels. 


It is important to note that expanding the use of alternative transportation fuels and alternative 
fuel vehicles is but one of many measures taken by the federal government to reduce greenhouse 
gas emissions from its fleet. For example, environmental criteria are used in the evaluation of 
bids for federal vehicles, giving an advantage to hybrid gasoline-electric and alternative fuel 
vehicles as well as vehicles with fuel-efficient four-cylinder engines. Furthermore, Treasury 
Board policy requirements on buying E10 fuel where available and eliminating unnecessary 
idling also result in lower emissions. And finally, modernization of the federal fleet with newer, 
cleaner, and more fuel-efficient vehicles has also led to a significant reduction in greenhouse gas 
and harmful ground-level emissions. 
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Appendix 1: Terminology 


The following section provides definitions of the terms frequently used in this report: 
Motor vehicle 


For the purposes of reporting on the AFA, motor vehicle is understood to include automobiles, 
passenger vans, light- or medium-duty trucks, and buses. 


Alternative transportation fuel 


Under the AFA, alternative transportation fuel, or alternative fuel, must include, but is not 
limited to, ethanol, methanol, propane gas, natural gas, hydrogen, or electricity, and these must 
be used as a sole source of direct propulsion energy. 


For the purpose of acquiring motor vehicles, the Alternative Fuels Regulations expand the 
definition of alternative transportation fuel given above to include blended fuels when an 
alternative fuel (as defined above) makes up at least 50 per cent of the blend. Flexible fuel and 
bi-fuel vehicles are also considered to be alternative fuel vehicles for the purposes of acquiring 
motor vehicles. 


For the purposes of using alternative transportation fuels, the A/ternative Fuels Regulations also 
expand on the definition of alternative transportation fuels given above to include biodiesel and 
blended fuels that include any amount of the approved alternative transportation fuel. 


Flexible fuel vehicle 


A flexible fuel vehicle is one with a single fuel system that operates on one of two different fuels 
alone or on a blend of the two (e.g. an E85 vehicle can operate on gasoline alone or on any blend 
of gasoline and ethanol, up to a maximum of 85 per cent ethanol). 


Cost-effective 


A vehicle is considered cost-effective for alternative fuel use if it can be demonstrated that the 
additional cost of either converting a vehicle to use alternative fuels or acquiring a 
factory-produced alternative fuel vehicle will be recovered in the form of fuel savings over the 
life of the vehicle. 


Where net savings are greater than $1, a vehicle is considered cost-effective for alternative fuel 
use. 


Operationally feasible 


Alternative transportation fuel use is considered to be operationally feasible when it can be 
demonstrated that the vehicle will be able to fulfill its primary operational tasks. 


The definition of operational feasibility will vary across departments and agencies according to a 
wide range of variables, including the following: the specific travel patterns of each vehicle, the 
mandate of the department or agency, the availability of alternative transportation fuels wherever 
the vehicle will travel, the local laws (or by-laws), the vehicle performance requirements, and the 
vehicle availability or the availability of a suitable conversion kit. 
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Appendix 2: New Vehicle Acquisitions 


The table below lists, by department or agency, new vehicle acquisitions under the application of 
the AFA for 2007-08. The information reported is the result of consultations with each 
department and agency. 


Departments and agencies included in schedules I, I.1, and II of the FAA but not listed below 
did not acquire any new vehicles during 2007-08. 


‘Schedule . 
Aaneulture ape Agri- “Food Canada 


Canadian Heritage _ 


Citizenship and Immigration C eee 


“Environment ( Canada 2 

Fisheries and Oceans Canade | 

Foreign Affairs and International Trade Canada 
Health Canada 
Indian and Northern Affairs 

Industry Canada | | | 

National Defence - : 

Natural Rec Canada 

Public Safety Canada a. 

Public Works and Government Re Canada 
Transport Canada 

Veterans Affairs EN 

Western Economic Diversi cation Canada 
Totals for Schedule | | 


AE International Developmen EU, 
Correctional Service Canada - 


Courts Administration Service 


Economic pevelop nen pone) 0 of Canada for ole pa ee 
Quebec | _ 


Library and genie Canada 
National Energy Board | _ 
National Parole Fe 


Privy Council Offic ice 2 


Registrar of the Supreme Court of CARRE 


Royal Canadian Mounted Police 
Totals for Schedule 1.1 


Conan Border: Ses Agency. 

Canada Revenue Agency 2 

Canadian Food Inspection gency 

Canadian | Nuclear Safety Commission 
National Battlefields Commission | 

National Research Council Canada - 

Parks Canada à 

Transportation Safety Board of Canada 

Totals for Schedule Il pes 


Totals for all Schedules 
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Executive Summary 


Annual Report on the Application of the Alternative Fuels Act 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report annually 
on the application of the AFA in respect of all federal bodies (departments and agencies) named 
in schedules I, I.1, and II of the Financial Administration Act (FAA). 


This is the twelfth annual report on the application of the AFA. 


The Alternative Fuels Act 


The purpose of the AFA is to accelerate the use in Canada of alternative fuels in motor vehicles 
to reduce the emission of carbon dioxide and other greenhouse gases, thereby lessening 
dependence on petroleum-based fuels for transportation. These alternative fuels include ethanol, 
methanol, propane gas, natural gas, hydrogen, or electricity, which must be used as the sole 
source of direct propulsion energy. 


Compliance with the Alternative Fuels Act 


For the twelfth consecutive year, the federal government, through the activities of the federal 
bodies named in schedules I, I.1, and II of the FAA, exceeded AFA acquisition requirements, 
which prescribe that, when cost-effective and operationally feasible, 75 per cent of newly 
acquired vehicles be capable of running on alternative fuels. In the aggregate, the federal 
government acquired 1,898 alternative fuel vehicles quite 2008—09—each one capable of 
operating on E85 ethanol fuel. 


Conclusion 


The availability of alternative fuel vehicles through manufacturers is increasing; however, the 
‘lack of an alternative fuel supply infrastructure throughout Canada has constrained the ability of 
the federal government to increase the use of alternative fuels in its fleet. This has resulted in 
limited progress in reaching the AFA target that was originally expected when the Act took 
effect in 1997. 


Meanwhile, the federal government has continued to meet the objective of the AFA through 
several mitigating measures aimed at reducing harmful emissions from its fleet. They include the 
acquisition of vehicles capable of operating on both petroleum-based and alternative fuels, the 
acquisition of hybrid gasoline-electric vehicles, the application of environmental criteria in the 
evaluation of bids for federal vehicles, government-wide policies requiring the purchase of E10 
gasoline where available, and the elimination of unnecessary idling. Over the years, the 
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modernization of the federal fleet with newer, cleaner, and more fuel-efficient vehicles has also 
led to a significant reduction in greenhouse gas and harmful ground-level emissions. 


1. Introduction 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report 
annually on the application of the AFA in respect of all federal bodies (departments and 
agencies) named in schedules I, I.1, and II of the Financial Administration Act (FAA). 


This is the twelfth annual report on the application of the AFA. 


1.1 Alternative Fuels Act 


The AFA received Royal Assent on June 22, 1995, and took effect on April 1, 1997. The purpose 
of the AFA is to accelerate the use in Canada of alternative fuels in motor vehicles to reduce the 
emission of carbon dioxide and other greenhouse gases, thereby lessening dependence on 
petroleum-based fuels for transportation. These alternative fuels include ethanol, methanol, 
propane gas, natural gas, hydrogen, or electricity, which must be used as the sole source of direct 
propulsion energy. 


The AFA and the Alternative Fuels Regulations require that, when cost-effective and 
operationally feasible, 75 per cent of all motor vehicles operated by federal departments and 
agencies use alternative fuels. More specifically, the AFA requires that: 


> of the portion of newly acquired vehicles deemed both cost-effective and operationally 
feasible to run on alternative fuels, 75 per cent must be physically capable of using these 
fuels; and 


> when it is cost-effective and operationally feasible, a federal body shall use an alternative fuel 
in the operation of any motor vehicle capable of operating on such a fuel. 


2. Compliance with the A/ternative Fuels Act 


Treasury Board policy requires departments and agencies to comply with the AFA when making 
motor vehicle procurement decisions. Supporting guidelines provide departments and agencies 
with additional information on the effective application of the AFA and the Alternative Fuels 
Regulations and with guidance on meeting their AFA obligations. 


Though there has been an increase in the availability of alternative fuel vehicles for purchase, 
departments and agencies have been restricted to using mostly petroleum-based fuels due to a 
lack of alternative fuel infrastructure throughout Canada. Under these conditions, operating 
federal government vehicles on alternative fuels is operationally feasible only in certain areas. 
Nevertheless, in support of the objective of the AFA, the federal government has taken 
mitigating measures to reduce greenhouse gas emissions and increase the viability of using 
alternative fuels in its fleet. Details on these measures are provided in section 2.4. 
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2.1 New alternative fuel vehicle acquisitions 


The federal government acquired a total of 4,605 vehicles during 2008-09, of which 1,898 were 
alternative fuel vehicles, exceeding any previous totals reported under the AFA. 


All new factory-produced alternative fuel vehicles acquired during 2008-09 were ethanol 
85/gasoline (E85) flexible fuel vehicles that are capable of running on gasoline alone or on any 
blend of gasoline and ethanol (up to a maximum of 85 per cent ethanol). 


2.2 Use of alternative fuels in the federal fleet 


The portion of the federal government’s 4,173 E85 flexible fuel vehicles with access to E85 fuel 
consumed approximately 331,163 litres during 2008-09. 


The federal government’s 14 natural gas vehicles consumed approximately 15,629 kg of natural 
gas, and its 20 propane vehicles consumed approximately 40,265 litres of propane. 


The federal government has also made use of low-level blended fuels, consuming 
5,500,829 litres of E10 gasoline and 237,159 litres of biodiesel. 


The following table summarizes departments and agencies’ estimated fuel consumption by fuel 
type during 2008-09. 


‘Gasoline 


Diesel 


E10 gasoline 


Hybrid (gasoline) 
Ethanol&s 


Biodiesel 237,159 L : 
Propane _ = = 3 le pes | 
Natural gas 15,629 kg 

Total — 


2.3 Cost-effectiveness and operational-feasibility constraints 


During 2008-09, there were a number of cost-effectiveness and operational-feasibility 
constraints that worked against the acquisition of alternative fuel vehicles and the viability of 
using alternative fuels in the federal fleet. 


» Although manufacturers increased their production of flexible fuel vehicles and offered them 
in a wider selection of vehicle classes, there continued to be a limited supply of factory- 
produced alternative fuel vehicles suitable for federal government operations. 


> Although the price differential between E85 fuel and regular gasoline narrowed significantly 
in 2008-09, the lower energy content of E85 fuel compared to regular gasoline results in an 
inefficiency factor of 25 per cent, i.e. approximately 25 per cent more E85 fuel is necessary to 
travel the same distance. Therefore, the acquisition of a flexible fuel vehicle able to run on 
E85 fuel would not be cost-effective over its life when compared to regular gasoline. 


> There were only four fuelling stations that offered E85 fuel commercially in Canada during 
2008-09. All were in Ontario, with three located in regions outside of the main operating 
areas of federal vehicles. The fourth, located in Ottawa, only began selling E85 fuel near the 
end of 2008-09. Consequently, it was not operationally feasible to run alternative fuel 
vehicles on E85 fuel in most areas throughout Canada. 


> Outside of urban areas, supplies of propane and natural gas remain limited and the operating 
hours of suppliers are often restricted. 


>» Some jurisdictions restrict the use of propane vehicles in certain areas for safety reasons, e.g. 
underground parking garages and some airport tarmacs. 


> The installation of alternative fuel tanks in vehicles sometimes affects their operational 
capabilities because it reduces available cargo space. 


> The effectiveness and quality of after-market conversion kits for propane and natural gas 
remain questionable, and testing has sometimes revealed a higher quantity of emissions than 
those produced from gasoline vehicles. Also, some departments noted that the limited number 
of approved warranty service facilities for converted vehicles resulted in higher maintenance 
and repair costs. Consequently, no federal vehicles were converted to alternative fuel use 
during 2008-09. 
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2.4 Mitigating measures 


Despite the factors listed above, the federal government endeavoured to meet the objective of the 
AFA to accelerate the use in Canada of alternative fuels in motor vehicles to reduce the emission 
of carbon dioxide and other greenhouse gases. This was accomplished through several measures. 


> The federal government continued to make use of the 14 E85 ethanol fuelling tanks installed 
on its own sites across Canada, thus increasing the viability of alternative fuel usage in those 
regions. 

> To further reduce greenhouse gas emissions from the federal fleet, environmental criteria 
apply to the purchase of most passenger cars, minivans, and station wagons. These criteria 
provide an advantage to alternative fuel and hybrid gasoline-electric vehicles as well as 
vehicles equipped with fuel-efficient four-cylinder engines. 


> Treasury Board policy requires departments and agencies to fill up with E10 fuel whenever 
possible and to take measures to eliminate unnecessary idling. 


These measures articulate the federal government’s commitment to meeting the objective of the 
AFA ina practical manner that takes advantage of opportunities to demonstrate environmental 
leadership despite cost-effectiveness and operational-feasibility constraints. 


2.5 Use of hybrid gasoline-electric vehicles in the federal fleet 


The trend in the automotive industry is a move toward hybrid gasoline-electric vehicles, and 
vehicle manufacturers introduced many models in different vehicle classes during 2008-09. 


As hybrid gasoline-electric vehicles are not considered alternative fuel vehicles under the AFA, 
they were not included in the acquisition total of 1,898 reported in section 2.1. Because hybrid 
gasoline-electric vehicles meet federal operational needs, the federal government ordered 224 
such vehicles in 2008-09. It now operates an estimated 1,233 of these vehicles. Department and 
agency acquisitions of hybrid gasoline-electric vehicle acquisitions during 2008-09 are itemized 
in Appendix 3. 


SR CONCIUSION 


During 2008-09, the federal government exceeded AFA requirements governing vehicle 
acquisition. However, constraints such as the lack of a supporting infrastructure for alternative 
fuels in Canada continue to curtail the ability of the federal government to increase the use of 
alternative fuels in its fleet. This has resulted in limited progress in reaching the AFA target that 
was originally expected when the Act took effect in 1997. Notwithstanding, the federal 
government has continued to work toward meeting the spirit and intent of the AFA through 
several mitigating measures, such as the acquisition of flexible fuel vehicles capable of operating 
on both petroleum-based and alternative fuels. This better positions its fleet should changes 
occur in the cost of and infrastructure for alternative fuels. 


The government has also taken action to reduce greenhouse gas emissions from the federal fleet 
through its policies and required practices. For example, Treasury Board policy requirements to 
buy E10 fuel where available and to eliminate unnecessary idling result in lower emissions. 
Furthermore, environmental criteria are used in the evaluation of bids for federal vehicles, which 
provide an advantage to hybrid gasoline-electric vehicles, alternative fuel vehicles, and vehicles 
with fuel-efficient four-cylinder engines. 


It is clear that the automotive industry is shifting its focus to hybrid technology to increase 
availability in more vehicle classes. This should provide the federal government with additional 
opportunities to purchase more hybrid vehicles and, as a result, reduce greenhouse gas emissions. 


Despite the constraints that worked against the acquisition of alternative fuel vehicles and the use 
of alternative fuels in its fleet, the government’s combined total of alternative fuel and hybrid 
gasoline-electric vehicles now represents approximately 17 per cent of the federal fleet. 
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Appendix 1: Terminology 


This section provides definitions of the terms frequently used in this report. 


Motor vehicle 


For the purposes of reporting on the AFA, the term motor vehicle comprises automobiles, 
passenger vans, light- or medium-duty trucks, and buses. 


Alternative fuel 


Under the AFA, alternative fuel must include, but is not limited to, ethanol, methanol, propane 
gas, natural gas, hydrogen, or electricity, which must be used as the sole source of direct 
propulsion energy. 


With respect to the purchase of motor vehicles, the definition of alternative fuel is broader under 
the Alternative Fuels Regulations. A blended fuel may also be deemed an alternative fuel under 
the Regulations when one of the alternative fuels defined above makes up at least 50 per cent of 
the blend. Flexible fuel and bi-fuel vehicles are also considered to be alternative fuel vehicles for 
the purposes of acquiring motor vehicles. 


With respect to the use of alternative fuels, the definition of alternative fuel is broader under the 
Alternative Fuels Regulations and includes biodiesel and blended fuels. Blended fuels may 
include any amount of the approved alternative fuels defined above. 


Bi-fuel vehicle 


A bi-fuel vehicle has two separate fuel systems and can operate on either fuel (e.g. a bi-fuel 
gasoline-propane vehicle can operate on either gasoline or propane). 


Flexible fuel vehicle 


A flexible fuel vehicle has a single fuel system and operates on one of two different fuels alone or 
on a blend of the two (e.g. an E85 flexible fuel vehicle can operate on gasoline alone or on any 
blend of gasoline and ethanol to a maximum of 85 per cent ethanol). 


Cost-effective 


A vehicle is considered cost-effective for alternative fuel use if it can be demonstrated that either 
the additional cost of converting a vehicle to use alternative fuels or the cost of acquiring a 
factory-produced alternative fuel vehicle will be recovered in the form of fuel savings over the 
life of the vehicle. 


Where net savings are greater than $1, a vehicle is considered cost-effective for alternative fuel 
use. 


Operationally feasible 


Alternative fuel use is considered to be operationally feasible when it can be demonstrated that 
the vehicle will be able to fulfill its primary operational tasks. 


The definition of operational feasibility will vary across departments and agencies according to a 
wide range of variables, such as the specific travel patterns of each vehicle, the mandate of the 
department or agency, the availability of alternative fuels wherever the vehicle will travel, local 
laws (or by-laws), the performance requirements of the vehicle, and the availability of the 
vehicle or of a suitable conversion kit. 
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Appendix 2: New Vehicle Acquisitions 


The table below lists departments and agencies’ new vehicle acquisitions under the application 
of the AFA for 2008-09. Consultations with each department and agency included in schedules 
I, .1, and II of the FAA yielded the information reported. If a department or agency is not listed 
in the table, it did not acquire any new vehicle during 2008-09. 


Citizenship and Immigration Canada 


vironme a 


ceans Canada 178 20 


Fisheries and O 


Industry Canada 


Natural Resources Canada 


38 22 


Transport Canada 93 38 


Veterans Affairs Canada 


Western Economic Diversification Ca 


1,744 547 


Totals for Schedule | 


Totals for Schedule Il 


Total for all Schedules 
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Appendix 3: Hybrid Vehicle Acquisitions 


The table below lists departments and agencies” hybrid gasoline-electric vehicle acquisitions for 
2008-09. Consultations with each department and agency yielded the information reported. Ifa 
department or agency is not listed below, it did not acquire any new hybrid gasoline-electric 
vehicle during 2008-09. 
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Executive Summary 


Annual Report on the Application of the Alternative Fuels Act 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report annually 
on the application of the AFA in respect of all federal bodies (departments and agencies) named 
in schedules I, I.1, and II of the Financial Administration Act (FAA). 


This is the thirteenth annual report on the application of the AFA. 


The Alternative Fuels Act 


The purpose of the AFA is to accelerate the use in Canada of alternative fuels in motor vehicles 
to reduce the emission of carbon dioxide and other greenhouse gases, thereby lessening 
dependence on petroleum-based fuels for transportation. These alternative fuels include ethanol, 
methanol, propane gas, natural gas, hydrogen, or electricity, which must be used as the sole 
source of direct propulsion energy. 


Compliance with the Alternative Fuels Act 


For the thirteenth consecutive year, the federal government, through the activities of the federal 

bodies named in schedules I, I.1, and II of the FAA, complied with AFA acquisition requirements. 

Due to the limited availability of alternative fuel vehicles that are suitable for all federal government 

operations during fiscal year 2009-10, 43 per cent of newly acquired vehicles were capable of 

running on alternative fuels. In the aggregate, the federal government acquired 1,525 alternative fuel 
vehicles during 2009-10, each one capable of operating on E85 ethanol fuel. 


Conclusion 


The availability of alternative fuel vehicles through manufacturers is increasing; however, the lack of 
an alternative fuel supply infrastructure throughout Canada has constrained the ability of the federal 
government to increase the use of alternative fuels in its fleet. This has limited progress in reaching 
the AFA target that was originally expected when the Act took effect in 1997. 


Meanwhile, the federal government has continued to meet the objective of the AFA through 
several mitigating measures aimed at reducing harmful emissions from its fleet. They include 
the acquisition of vehicles capable of operating on both petroleum-based and alternative fuels, 
the acquisition of hybrid gasoline-electric vehicles, the application of environmental criteria in 
the evaluation of bids for federal vehicles, government-wide policies requiring the purchase of 
E10 gasoline where available, and the elimination of unnecessary idling. Over the years, the 
modernization of the federal fleet with newer, cleaner, and more fuel-efficient vehicles has 
also led to a reduction in greenhouse gas and harmful ground-level emissions. 
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1. Introduction 


The Alternative Fuels Act (AFA) requires the President of the Treasury Board to report 
annually on the application of the AFA in respect of all federal bodies (departments and 
agencies) named in schedules I, I.1, and II of the Financial Administration Act (FAA). 


This is the thirteenth annual report on the application of the AFA. 


1.1 Alternative Fuels Act 


The AFA received Royal Assent on June 22, 1995, and took effect on April 1, 1997. The purpose 
of the AFA is to accelerate the use in Canada of alternative fuels in motor vehicles to reduce 

the emission of carbon dioxide and other greenhouse gases, thereby lessening dependence on 
petroleum-based fuels for transportation. These alternative fuels include ethanol, methanol, 
propane gas, natural gas, hydrogen, or electricity, which must be used as the sole source of direct 
propulsion energy. 


The AFA and the Alternative Fuels Regulations require that, when cost-effective and 
operationally feasible, 75 per cent of all newly acquired motor vehicles operated by federal 
departments and agencies use alternative fuels. More specifically, the AFA requires that: 


> of the portion of newly acquired vehicles deemed both cost-effective and operationally 
feasible to run on alternative fuels, 75 per cent must be physically capable of using these 
fuels; and 


> when it is cost-effective and operationally feasible, a federal body shall use an alternative 
fuel in the operation of any motor vehicle capable of operating on such a fuel. 


2. Compliance with the Alternative Fuels Act 


Treasury Board policy requires departments and agencies to comply with the AFA when making 
motor vehicle procurement decisions. Supporting guidelines provide departments and agencies 
with additional information on the effective application of the AFA and the Alternative Fuels 
Regulations and with guidance on meeting their AFA obligations. 


Though there has been an increase in the availability of alternative fuel vehicles for purchase, 
there continued to be a limited supply of factory-produced alternative fuel vehicles in the classes 
of vehicles and engine sizes that are suitable for federal government operations. Departments and 
agencies have also been restricted to using mostly petroleum-based fuels due to a lack of 
alternative fuel infrastructure throughout Canada. Under these conditions, operating federal 
government vehicles on alternative fuels is operationally feasible in only a few areas. 
Nevertheless, in support of the objective of the AFA, the federal government has taken 


mitigating measures to reduce greenhouse gas emissions and increase the viability of using 
alternative fuels in its fleet. Details on these measures are provided in section 2.4. 


2.1 New alternative fuel vehicle acquisitions 


The federal government acquired a total of 3,568 vehicles during 2009-10. Of these, 
1,525 (43 per cent) were alternative fuel vehicles. 


All new factory-produced alternative fuel vehicles acquired during 2009-10 were capable of 
running on gasoline alone or on any blend of gasoline and ethanol (up to a maximum of 
85 per cent ethanol). 


2.2 Use of alternative fuels in the federal fleet 


The portion of the federal government’s 6,104 E85 alternative fuel vehicles with access to 
E85 fuel consumed approximately 287,203 litres during 2009-10. 


The federal government’s 11 natural gas vehicles consumed approximately 664,427 kg of natural 
gas, and its 2 propane vehicles consumed approximately 102,316 litres of propane. 


The federal government has also made use of low-level blended fuels, consuming 
7,911,136 litres of E10 gasoline and 308,271 litres of biodiesel. 


The following table summarizes departments and agencies’ estimated fuel consumption by fuel 
type during 2009-10. | 


Percentage of 
Total Fuel 


= . ons: ption . Consumption 
Gasoline | 23,159 59,811,595 L 74.2% 
Diesel 2,029 10,230,324 L 12.7% 
E10 gasoline Included in Gasoline numbers 1,911,196:L 9.8% 
Hybrid (gasoline) 1,927 1,261,219 L 1.6% 
Ethanol 85 6,104 287,203 È 0.4% 
Biodiesel | Included in Diesel numbers 306 2710 0.4% 
Propane 2 102316 Le. 0.1% 
Natural gas 11 664,427 kg 0.8% 
Total 32,632 100% 
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2.3 Cost-effectiveness and operational-feasibility constraints 


During 2009-10, there were a number of cost-effectiveness and operational-feasibility 
constraints that worked against the acquisition of alternative fuel vehicles and the viability of 
using these fuels in the federal fleet. 


> Although manufacturers increased their production of alternative fuel vehicles and offered 
them in a wider selection of vehicle classes, there continued to be a limited supply of factory- 
produced alternative fuel vehicles suitable for federal government operations. 


> The price of E85 fuel was higher than regular gasoline during 2009-10. In addition, the lower . 
energy content of E85 fuel compared to regular gasoline results in an inefficiency factor of 
25 per cent, i.e. approximately 25 per cent more E85 fuel is necessary to travel the same distance. 


> The number of fuelling stations that offered E85 fuel commercially in Canada during 2009-10 
fell from four to two. Both were in Ontario, with one located in Ottawa and the other located 
in Guelph. Consequently, it was not operationally feasible to run alternative fuel vehicles on 
E85 fuel in most areas throughout Canada. 


> Outside of urban areas, supplies of propane and natural gas remain limited, and the operating 
hours of suppliers are often restricted. 


> Some jurisdictions restrict the use of propane vehicles in certain areas for safety reasons, €.g. 
underground parking garages and some airport tarmacs. 


> The installation of alternative fuel tanks in vehicles sometimes affects their operational 
capabilities as it reduces available cargo space. 


» The effectiveness and quality of after-market conversion kits for propane and natural gas 
remain questionable, and testing has sometimes revealed a higher quantity of emissions than 
those produced from gasoline vehicles. Also, some departments noted that the limited number 
of approved warranty service facilities for converted vehicles resulted in higher maintenance 
and repair costs. Consequently, no federal vehicles were converted to alternative fuel use 
during 2009-10. 


2.4 Mitigating measures 


Despite the factors listed above, the federal government endeavoured to meet the objective of the 
AFA to accelerate the use in Canada of alternative fuels in motor vehicles to reduce the emission 
of carbon dioxide and other greenhouse gases. This was accomplished through several measures. 


> The federal government continued to make use of the fourteen E85 ethanol fuelling tanks 
installed on its own sites across Canada, thus increasing the viability of alternative fuel usage 
in those regions. 


» To further reduce greenhouse gas emissions from the federal fleet, environmental criteria 
apply to the purchase of most passenger cars, minivans, and station wagons. These criteria 
provide an advantage to alternative fuel and hybrid gasoline-electric vehicles as well as to 
vehicles equipped with fuel-efficient four-cylinder engines. 


» Treasury Board policy requires departments and agencies to fill up with E10 fuel whenever 
possible and to take measures to eliminate unnecessary idling. 


These measures articulate the federal government’s commitment to meeting the objective of the 
AFA in a practical manner that takes advantage of opportunities to demonstrate environmental 
leadership despite cost-effectiveness and operational-feasibility constraints. 


2.5 Use of hybrid gasoline-electric vehicles in the federal fleet 


The trend in the automotive industry is a move toward hybrid gasoline-electric vehicles, and 
vehicle manufacturers produced many models in different vehicle classes during 2009-10. 


As hybrid gasoline-electric vehicles are not considered alternative fuel vehicles under the AFA, 
they were not included in the acquisition total of 1,525 reported in section 2.1. Because hybrid 
gasoline-electric vehicles meet federal operational needs, the federal government ordered 

168 such vehicles in 2009-10. It now operates an estimated 1,327 of these vehicles. Department 
and agency acquisitions of hybrid gasoline-electric vehicle acquisitions during 2009-10 are 
itemized in Appendix C. 


SAConcilsion 


During 2009-10, the federal government complied with AFA requirements governing vehicle 
acquisition. Nevertheless, constraints such as the lack of a supporting infrastructure for 
alternative fuels in Canada continue to curtail the ability of the federal government to increase 
the use of alternative fuels in its fleet. This has resulted in limited progress in reaching the AFA 
target that was originally expected when the Act took effect in 1997. Notwithstanding, the 
federal government has continued to work toward meeting the spirit and intent of the AFA 
through mitigating measures, such as the acquisition of vehicles capable of operating on both 
petroleum-based and alternative fuels. This better positions its fleet should changes occur in the 
cost of alternative fuels and in their availability. 


The government has also taken action to reduce greenhouse gas emissions from the federal fleet 
through its policies and required practices. For example, Treasury Board policy requirements to 
buy E10 fuel where available and to eliminate unnecessary idling result in lower emissions. 
Furthermore, environmental criteria are used in evaluating bids for federal vehicles, which 
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provide an advantage to hybrid gasoline-electric vehicles, alternative fuel vehicles, and vehicles 
with fuel-efficient four-cylinder engines. 


It is clear that the automotive industry is shifting its focus to hybrid technology to increase 
availability of these vehicles in more classes. This should provide the federal government with 
further opportunities to purchase additional hybrid vehicles and, as a result, reduce greenhouse 
gas emissions. 


Despite the constraints that worked against the acquisition of alternative fuel vehicles and the use 
of alternative fuels in its fleet, the government’s combined total of alternative fuel and hybrid 
gasoline-electric vehicles increased by 6 per cent during 2009-10 and now represents 
approximately 23 per cent of the federal fleet. 


Appendix A: Terminology 
This section provides definitions of the terms frequently used in this report. 


Alternative fuel 


Under the AFA, alternative fuel must include, but is not limited to, ethanol, methanol, propane 
gas, natural gas, hydrogen, or electricity, which must be used as the sole source of direct 
propulsion energy. 


With respect to the purchase of motor vehicles, the definition of alternative fuel is broader under 
the Alternative Fuels Regulations. A blended fuel may also be deemed an alternative fuel under 

the Regulations when one of the alternative fuels defined above makes up at least 50 per cent of 
the blend. 


With respect to the use of alternative fuels, the definition of alternative fuel is broader under the 
Alternative Fuels Regulations and includes biodiesel and blended fuels. Blended fuels may 
include any amount of the approved alternative fuels defined above. 


Alternative fuel vehicle 


For the purposes of reporting on the AFA, the term alternative fuel vehicle encompasses motor 
vehicles equipped with engines that are capable of running on an alternative fuel as defined in 
the Alternative Fuels Regulations. 


Cost-effective 


A vehicle is considered cost-effective for alternative fuel use if it can be demonstrated that either 
the additional cost of converting a vehicle to use alternative fuels or the cost of acquiring a 
factory-produced alternative fuel vehicle will be recovered in the form of fuel savings over the 
life of the vehicle. 


Motor vehicle 


For the purposes of reporting on the AFA, the term motor vehicle comprises automobiles, 
passenger vans, light- or medium-duty trucks, and buses. 


Operationally feasible 


Alternative fuel use is considered to be operationally feasible when it can be demonstrated that 
the vehicle will be able to fulfill its primary operational tasks. 


The definition of operational feasibility will vary across departments and agencies according to a 
wide range of variables, such as the specific travel patterns of each vehicle, the mandate of the 
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department or agency, the availability of alternative fuels wherever the vehicle will travel, local 
laws (or bylaws), the performance requirements of the vehicle, and the availability of the vehicle 


or of a suitable conversion kit. 


Appendix B: New Vehicle Acquisitions 


The table below lists departments and agencies’ new vehicle acquisitions under the application 
of the AFA for 2009-10. Consultations with each department and agency included in 
schedules I, I.1, and IT of the FAA yielded the information reported. If a department or agency 
is not listed in the table, it did not acquire any new vehicle during 2009-10. 


Total Number of 


Number of Alternative 
Vehicles Fuel Vehicles 
Acquired Acquired 


Department or Agency 


Schedule | 


Agriculture and Agri-Food Canada 134 92 
Environment Canada 99 38 
Fisheries and Oceans Canada 127 34 
Health Canada | : 32 11 
Human Resources and Skills Development Canada ire 2 
Indian and Northern Affairs Canada 17 8 
Industry Canada 41 14 
National Defence | 567 183 
Natural Resources Canada 02 20 
Public Works and Government Services Canada . 33 12 
Transport Canada oi 8 
Veterans Affairs Canada 2 1 
Treasury Board 1 0 
Totals for Schedule | 2 1,173 423 
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Royal Canadian Mounted Police = 


Total 
Number of 
Vehicles 
Acquired 


Department or Agency 


Schedule 1.1 


Atlantic Canada Opportunities Agency 8 


Canadian Space Agen 8 : 


Correctional Service Canada 


Cours Administration Service 


Economic Development Agency oi Canada for the Rone of Quebec 2 


Library and Archives Canada _ . . __ / … : ] _ . . 1. ne 


National Parole Board 1 


Privy Council Office 


Totals for Schedule 1.1 


Total Number 
of Vehicles 
Acquired 


Schedule 


Canada Border Services Agency 68 


Canada Revenue Agency _. 


Canadian Food Inspection AE 


Canadian Nuclear Safety Commission _ 


Transportation Safety Board of Canada 4 


National Research Council Cancde _. 


Parks Canada 104 


_ Registrar of the Supreme Court of Canada . — - - - — . ol. 


Totals for Schedule Il 303 


Total for all Schedules 


Number of 
Alternative 
Fuel 
Vehicles 
Acquired 


Number of 
Alternative 


Fuel Vehicles 


Acquired 


Appendix C: Hybrid Vehicle Acquisitions 


The table below lists departments and agencies’ hybrid gasoline-electric vehicle acquisitions for 
2009-10. Consultations with each department and agency yielded the information reported. If a 
department or agency is not listed below, it did not acquire any new hybrid gasoline-electric 


vehicle during 2009-10. 


Department or Agency 


Agia and RE Canada 
Atlantic Canada Opportunities Agency 

Canada Border Services Agency 

Canada Revenue Agency 

Canadian Food Inspection Agency 

Environment Canada 

Fisheries and Oceans Canada 

Health Canada 

Industry Canada 

National Defence 

National Research Council Canada 

Natural Resources Canada 

Parks Canada 

Privy Council Office 

Public Works and Government Services Canada 
Royal Canadian Mounted Police 

Transport Canada 

Treasury Board 

Grand Total 


| Number of Hybrid 


| _ Gasoline-Electric 
__ Vehicles Acquired 
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